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ABSTRACTS 


SOUTHEAST  ASIA  AND  GLOBAL  TERRORISM:  IMPLICATION  ON  STATE  SECURITY 
AND  HUMAN  SECURITY 

Hadi  Soesastro;  _:  i 

Terrorism^ -by  striking  at -civilian -targets,  is  essentially  as  threat  to  human  security. -The 
scale  and  scope  of  operation  by  the  new.  terrorist  also  makes  them  a  threat  to  state 
security. -The  September. J  1  terrorist  attack. on._the  United  .States  is _generally  seeri_  as 
a  -crime  against-humanity.  and_cannot  be  condones  for  any__t:easQ_ns.  This.,jrticle  dis- 
cusses the  danger  that  the  new  terrorist  pose  to  state  and  human  security. 


TERRORISM  IN  SOUTHEAST  ASIA:  HOW  REAL  IS  THE  THREAT? 
By  Wan  Ahmad  Farid  bin  Wan  Salleh 

In  a  borderless  world  and  global  village,  terrorism  in  Southeast  Asia  has  gone  beyond 
the  national  boundaries.  There  is  a  concern  that  Southeast  Asia  serve  either  a  transit 
point  or  even  a  safe  haven  for  international  terrorist.  Although  the  statistical  data  showed 
that  the  terrorist  activities  in  Southeast  Asia  declined,  one  must  not  overlook  its  potential 
danger.  This  article  attempts  to  answer  the  question  of  how  real  is  the  threat  of  terrorism 
in  Southeast  Asia  by  presenting  some  facts  and  other  terrorist-related  issues. 

GLOBAL  COALITION  AGAINST  TERRORISM:  SECURITY  PERSPECTIVE  AND 
ASEAN'S  ROLE 

By  Bantarto  Bandoro 

This  article  analysis  the  relationship  between  terrorism  and  globalization  and  how 
the  issue  of  terrorism  in  viewed  from  national  and  international  security  perspective,  it  is 
argued  that  terrorism  is  deeply  connected  with  the  process  of  globalization  and  the 
terrorist  will  always  go  for  global  reach  by  using  technological  tools  of  globalization. 
This  manifest  in  the  terrorist  attack  on  the  World  Trade  Center  and  the  Pentagon 
on  September  11,  2001.  A  global  problem  with  global  consequences,  terrorism  must  be 
eradicated  through  global  cooperation.  ASEAN  in  the  Southeast  Asia  region  has 
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committed  to  be  part  of  this  global  cooperation.  The  article  argues  that  the  challenge 
facing  ASEAN  in  combating  terrorism  is  perhaps  how  to  rid  the  issues  that  are  likely  to 
fractured  the  regional  coalition. 

IS  THE  UNITED  NATIONS  POTENT  ENOUGH  TO  FIGHT  WORLD  POVERTY? 
By  Muyanja  Ssenyonga 

The  article  endeavors  to  assess  the  readiness  of  the  United  Nations  system  to  alleviate 
and  if  possible  eradicate  world  poverty  by  exploring  the  performance  of  the  major  UN 
specialized  agencies  on  a  case  by  case  basis  it  is  found  out  that  the  United  Nations 
system  has  made  fundamental  contribution  to  the  social,  economic,  cultural  and  even 
political  development  of  the  World,.  Through .  its  specialized  agencies,  the._United  Nations 
has  been  able  to  extend  its  long  arm"  of  assistance  to  the  needy  countries  as  well  as 
individuals.  Problems  however  are  still  abound.  Problematic,  areas  include -bureaucratic  red 
tape  that  characterized  UN  activities,  costing  the  body  of  much  needed  effectiveness 
and  efficiency...  Reforms  are.  therefore  deemed  necessary  both  on  .  the  specialized  agency 
le.vel:as  =wel.l  as  at  the  United  Nations  .administrative -Jevel  if  the  UN  fight  against 
world  poverty  is  to'be  sustained. 

STRATEGIC  DATA  OF  INTERNATIONAL  INDONESIAN  STUDIES  IN  THE  1990S 
By  Arndt  Graf 

This  article  survey  some  basic  quantitative  trends  in  international  Indonesian  studies 
in  1990s.  The  source  material  is  taken  from  fxcerpta,  the  bibliographical  periodicals 
published  twice  a  year  at  the  KITLV  in  Leiden.  The  article  argues  that  the  former  colonial 
power  has  lost  most  of  its  overwhelming  predominance  in  Indonesian  studies.  The  analysis 
of  the  statistic  of  fxcerpta  Indonesica  from  1992-2000  show  some  clear  trends  that  the 
Nethedands,  previously  of  overwhelming  importance  in  Indonesian  studies,  now  constitute 
less  than  20%  of  all  publication  on  Indonesia. 

SOME  POSSIBLE  IMPACTS  OF  REGIONAL  AUTONOMY:  WEST  SUMATRA  CASE 
By  Sjafrizal 

The  issue  of  decentralization  often  occupies  much  in  the  agenda  of  public  discussion 
While  some  quite  optimistic  that  the  policy  of  regional  autonomy  will  achieve  its  targets 
others  throw  deep  sceptimism.  This  articles  analysis  the  possible  impacts  of  the  regional 
autonomy  on  the  West  Sumatra  regional  development.  The  article  argues  that  the  implement- 
ation of  regional  autonomy  provides  positive  as  well  as  negative  impacts  to  the  regional 
development  activities  in  West  Sumatra. 
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Transient  Poor,  Chronic  Poor, 
and  the  Vulnerability  to  Poverty* 

 ~      "~  Ari  A.  Perdarra 


EARLIER  this  year,  Coordinating  Min- 
ister for  Social  Welfare,  Jusuf  Kalla,  an- 
nounced that  the  Government  ex- 
pected the  poverty  rate  to  decline  by  4%- 
77o  in  2004,  from  the  current  16%-!  9%. 
Apart  from  the  humanitarian  spirit  to  alle- 
viate poverty,  some  other  issues  need  to 
be  raised.  The  concept  of  poverty  is  more 
than  the  number  of  people  living  below 
poverty  line.  There  are  other  dimensions 
of  poverty:  the  depth  and  vulnerability  of  it. 

TRANSIENTAND  CHRONIC  POVERTY 

The  depth  of  poverty  indicates  the  ability 
of  the  poor  to  fulfill  a  certain  minimum 

*  Major  portions  of  this  article  is  taken  from 
autlior's  previous  articles:  "Vulnerability  to  poverty 
needs  to  examined,"  The  Jakarta  Post,  23  January 
2002  and  "Pengentasan  Kemiskinan"  (Poverty 
Alleviation),  Koran  Tempo,  25  January  2002. 


standard  of  living.  It  also  tells  how  far 
will  an  economic  upturn  improve  the  living 
standard.  This  will  affect  the  design  of 
policy  to  be  taken.  A  poverty  alleviation 
strategy  should  not  only  reduce  the  number 
of  households  below  the  poverty  line,  but 
also  the  depth  of  the  remaining  poverty. 

There  are  two  types  of  poverty  incid- 
ence: transient  and  chronic  poverty.  Both 
have  very  different  situations,  thereby  re- 
quiring different  policy  instruments.  Transient 
poverty  includes  those  whose  consumption 
leveis  are  somewhere  'near'  below  the 
poverty  line.  Transient  poverty  is  generally 
the  result  of  an  economic  shock  that 
makes  household  income  inadequate  to 
meet  its  basic  needs.  Households  under 
this  category  still  have  the  capabilities  to 
survive,  and  are  therefore  likely  to  improve 
their  conditions  if  the  economy  gets  re- 
covered. 
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When  the  economy  grows,  transient 
poverty  is  likely  to  decline.  Economic  growth 
will  create  job  opportunities,  which  pro- 
vides source  of  income  for  the  people. 
Another  thing  that  is  favorable  for  the  de- 
clining transient  poyerty  rate  is  low  and 
controllable  price  level.  Low  prices  mean 
greater  purchasing  power  for  goods  and 
services. 

Meanwhile,  those  whose  consumption 
levels  are  far  below  the  poverty  line  are 

-  -  categorized  as  the  chronic  poor:  This  seg- 
ment of  the  poor  does  not  have  adequate 
access  to  economic  resources.  Unlike  to  the 
improvement  of  the  transient  poverty  incid- 
ence,'general  macrdeconomic  performance 

'  '  does"  not  give  mucb_effect  to  that  of  the" 
chronic  poor  living  condition.  The  lack  of 
access  to  resources  thwarts  the  households 
under  this  category  to  enjoy  the  economic 
pie.  Sen  (1999)  defines  such  condition 
as  'capability  deprivation',  which  is  more 
serious  than  just  income  or  wealth  de- 
privation. 

The  chronic  poor  alleviation  needs  more 
than  an  economic  upturn.  It  requires  struc- 
tural polices  in  addition  to  the  standard 
macroeconomic  policies.  The  objective  of 
such  structural  policies  is  to  enhance  the 
access  to  economic  resources  for  the  poor. 
It  takes  more  than  providing  food  or  basic 
needs.  Moreover,  the  policies  should  in- 
crease human  capital  by  providing  wealth 
infrastructure,  especially  health  and  edu- 
cation. Increasing  human  capital  is  import- 
ant for  an  individual  to  be  able  to  gain 
more  from  the  economic  situation  in  gen- 
eral without  being  dependent  on  other 
people  or  the  Government. 


Studies  has  confirmed  that  poverty  incid- 
ence in  Indonesia  has  been  worsening^  due 
to  economic  crisis.  According  to  SUSENAS 
data,  from  1996-1999  there  has  been  an  in- 
crease in  the  poverty  rate  from  157o-167o 
to  27%-28%.  At  the  peak  of  the  crisis  in 
mid-1998,  people  living  below  the  poverty 
line  has  even  reached  347o-397o  of  the 
whole  population.  A  study  by  Suryahadi 
and  Sumarto  (2001)  shows  that  from  the 
1 2-percentage  point  increase  of  poverty 
rate,  more  than  a  half  was  due  to  the  in- 
crease in  the  chronic  poor.  This  situation 
was  a  result  of  lovyer  government  expend- 
iture for  public  infrastructure,  such  as  health, 
sanitation,  clean  water  and  education. 

"Higher  tihronic"  poor  mcidence  implies 
that  any  economic  improvement  will  be 
less  responsive  to  the  poverty  rate  in 
general.  This  means  that  economic  growth 
and  inflation  control  may  not  reach  the 
poorest  segment.  Consequently,  there  will 
be  a  worsening  income  distribution,  which 
may  cause  further  social,  economic  and 
political  implications. 

THE  VULNERABILITY  TO  POVERTY 

Traditional  approach  on  poverty  only 
views  poverty  in  a  static  concept.  It  basic- 
ally perceives  poverty  as  a  condition  of  wel- 
fare at  a  certain  point  in  time.  In  reality, 
poverty  is  also  a  dynamic  concept.  House- 
holds frequently  move  in  and  out  of  pov- 
erty overtime.  This  raises  an  issue  of  'vul- 
nerability' to  poverty. 

Vulnerability  to  poverty  can  be  defined 
as  the  risk  or  probability  that  a  household 
will  become  poor  in  the  near  future.  There 
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is  always  a  chance  that  a  "currently  non- 
poor'  may  end  up  being  poor  in  the  near 
_  future.  Non-poor  households  may  fall  into 
poverty  due  to  events,  such  as  natural 
shocks,  disasters,  economic  shock  and  cri- 
sis, security  problems  and  many  others. 
Vulnerability  measures  the  resilience  against 
such  bad  events  -  the  probability  that  those 
events  will  result  in  a  decline  in  well-being. 

Conversely,  a  currently  poor  person  also 
"   has  "a  chance"  to  escape  from  poverty.  Eco- 
nomic upturn  may  bring  more  job  oppor- 
tunities, which  provides  income.  As  a 
result,  economic  improvement  enables  the 
poor  to  emerge  from  poverty.  However, 
this  situatibri  does  not  always  apply  to 
those  who  suffer  chronic  poverty.  People 
in  the  chronic  poor  category  face  not 
only  income  deprivation,  but  also  de- 
privation of  their  capability.  They  lack 
access  to  economic  resources  and  human 
capital.  Consequently  they  are  more  ex- 
posed to  economic  downturn,  but  unlikely 
to  benefit  from  economic  upturn. 

According  to  a  2000  World  Bank  report, 
a  household  or  individual  becomes  more 
vulnerable  to  poverty  due  to  several  reasons 
(World  Bank  2000).  First,  fewer  physical 
assets  -those  that  can  be  sold  to  com- 
pensate for  temporary  loss  of  income- 
which  a  household  possesses.  Among 
households  who  have  adequate  physical 
assets,  those  who  have  income  diversif- 
ication are  less  vulnerable.  But  income 
diversification  does  not  necessarily  provide 
more  income  if  the  sources  of  income  have 
risks  that  are  related  to  each  other.  Se- 
cond, more  limited  human  capital,  especi- 
ally education.  People  with  low  level 


of  education  are  in  general  unable  to 
manage  risk  and  subject  to  economic 
fluctuations.  Third,  the  lack  of  social  in- 
surance system.  A  social  insurance  system 
may  not  be  a  formal  one  and  provided 
by  the  government.  The  informal  safety 
net  system,  provided  by  family  or  local 
community,  has  played  a  significant  role 
as  social  insurance  in  many  societies,  in- 
cluding Indonesia. 

Suryahadi  and-Stimarto  (2001)  reveal  - 
further  that  the  economic  crisis  has  not 
only  increased  the  poverty  incidence,  but 
has  also  significantly  increased  the  number 
of  Indonesian  households  with  high  vulner- 
ability to  pbverty:^The  number  "of  poo7 
households  almost  doubled  from  1996  to 
1999.  This  is  equivalent  to  about  27  million 
additional  poor  people  during  the  period. 

Nonetheless,  the  number  of  households 
-those  statistically  categorized  as  'not  poor' 
but  facing  a  relatively  high  probability  of 
falling  below  poverty  line-  has  increased 
almost  three  times,  from  13  million  to  38 
million.  This  illustrates  that  the  crisis  has  put 
households  at  risk  of  falling  into  poverty 
three  times  as  much  as  before  the  crisis. 
One  possible  explanation  for  the  increase  in 
vulnerability  is  that  during  the  crisis,  many 
people  have  to  withdraw  their  savings  to 
compensate  for  their  loss  of  regular  earn- 
ings. When  the  amount  of  savings  is 
smaller,  these  people  had  been  more  ex- 
posed to  any  future  economic  shock.  An- 
other explanation  is  that  during  the  crisis, 
households  have  to  adjust  their  expenditure. 
Often  they  have  had  to  sacrifice  education 
and  health  expenditure  to  compensate  for 
basic  needs.  Consequently,  the  level  of 
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human  capital  in  general  decreased,  making 
harder  for  many  people  to  manage  risk. 

POLICY  IMPLICATION 

By  implication,  poverty  alleviation  stra- 
tegy should  not  focus  only  on  reducing  the 
headcount  poverty  (HCP)  ratio,  or  the  per- 
centage of  poor  households  to  total  popu- 
lation. Relying  on  HCP  ratio,  a  policy  will 
be  considered  successful  even  if  it  only  re- 
duces the  number  of  transient  poor  without 
resolving  the  chronic  poverty  problems. 
Even  worse,  it  may  be  the  case  that  the 
number  of  chronic  poor  increases,  but  as 
total  poverty  rate  declines,  the  policy  is 
still  considered  successful. 

On  the  vulnerability  to  poverty,  de- 
creasing headcounts  in  the  poverty  rate 
may  be  a  short-term  objective.  But  in  the 
longer-run,  policy  objective  should  be  to 
reduce  the  level  of  vulnerability  to  poverty. 
In  general,  that  degree  of  vulnerability  is 
higher  for  rural  households,  agricultural 
workers,  women  and  those  who  completed 
lower  than  the  tertiary  level  of  education. 
This  suggests  the  general  characteristics  of 
vulnerable  groups  as  the  main  target  of 
a  specific  policy. 

What  we  need  in  the  future  is  a  com- 
prehensive design  on  the  poverty  allevi- 
ation strategy.  Ikhsan  (2001)  mentioned 
the  pillars  of  poverty  alleviation  policy: 
redistribution  with  growth,  institutional 
development,  public  participation,  and 


focus  on  women  and  children.  Further- 
more, we  also  need  to  establish  a  social 
insurance  system.  A  comprehensive  social 
insurance  system  includes  three  main 
components.  The  first  is  a  formal  social 
safety  net  to  prevent  a  household  fall 
far  below  the  poverty  line.  Second,  the 
unemployment  and  pension  benefit  as 
protection  for  people  who  are  tempo- 
rarily unemployed  or  who  are  no  longer 
in  the  labor  market.  Third,  policies  to 
promote  human  capital,  especially  those 
that  enhance  access  to  educatfon  and" 
health  infrastructures. 

Policy  strategy  in  the  past,  which  empha- 
sizes too  much  on  subsidy  and  basic 
needs  provision,  has  created  the  so-called 
'Malthusian  optimism.'  Policy  makers  think 
that  poverty  has  been  eliminated  if  people 
have  something  to  eat.  However,  poverty 
is  not  only  about  food.  It  is  about  the  exist- 
ence of  someone. 
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Indonesia  and  Singapore: 
Understanding  and  Being  Understood* 

Jusuf  Wanandi  and  Simon  S.C.  Jay 


SENIOR  Minister  Lee  Kuan  Yew's 
statement  referring  to- the  -likely 
existence  of  al-Qaeda  connected- 
terrorist   networks    in    Indonesia  have 
sparked  off  anger  in  the  country.  To 
most  Sir>gaporeans,  however,-  such  anger- 
seems  pointless- and  they  did-not  under- 
stand why  it  was  responded  negatively. 
In  fact,  American  leaders  have  made 
similar  statements  previously  and  most 
analysts  agree  that  such  connections 
do  exist. 

As  many  observers  suggest,  in  re- 
sponse to  such  a  development,  instead 
of  unnecessary  debates,  what  needs  to  be 
focused  is  practical  cooperation  between 
the  two  countries,  both  bilaterally  and 
together  with  others  in  ASEAN.  To  this 
end,  military  and  security  agencies  need 
to  talk,  behind  closed  doors  if  necessary, 
and  work  closely  together.  High-level 
politics  need  not  be  involved  and  should 
not,  worse  as  it  could  be,  be  an  obstacle. 

Why  should  then  this  turmoil  between 
neighbours  happen?  First,  it  was  be- 


lt is  extracted  from  the  authors'  article 
'  that  appeared  in  The  Jakarta  Post  on  6-7  March 
2002. 


cause  Indonesians  cared  what  SM  Lee  had 
-  stated,^  His  last  visit  to  Jakarta,  almost 
one  year  ago,  was  well  received  and 
Indonesians  knew  the  international  com- 
munity often  turned  to  him  for  readings 
-of  -the  region.-  Therefore,  the  Senior- Min-  - 
"ister's  opinion,  while  sincerely-  held,  would 
have  a  negative  impact  on  perceptions 
about  security  and  stability  in  Indonesia. 
Rather  than  joining  in  the  chorus  of 
criticisms,  many  Indonesians  might  have 
hoped  in  fact  that  SM  Lee  might  help 
articulate  to  the  international  community 
some  of  the  constraints  that  they  may 
face.  They  have  expected  that  if  there 
were  critical  problems  between  the  two 
countries,  these  should  first  be  tackled 
in  a  way  that  involves  official  channels 
or  personal  contacts. 

The  second  reason  for  the  Indonesian 
reaction  is  that  the  statement  has  unwitt- 
ingly played  a  part  in  the  complex  game 
of  Indonesian  politics  and  the  contest  be- 
tween different  parties.  The  accusation  of 
inaction  undermines  the  credibility  of  Pres- 
ident Megawati's  government.  In  all  like- 
lihood it  was  for  this  reason,  as  well  as 
to  try  to  pre-empt  further  criticism,  that 
ministers  within  the  present  administration 
began  the  respond  to  SM  Lee's  statement. 
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But  it  backfired,  because  their  statements 
were  ambiguous  and  this  ambiguity  was 
made  used  of  by  others  immediately. 

Others  have  joined  in  for  their  own 
reasons.  The  Islamic  groups  have  gained 
influence  and  do  not  see  President  Mega- 
wati as  part  of  them.  They  have  taken 
such  a  situation  as  another  opportunity  to 
mount  pressure  on  the  present  adminis- 
tration and  test  its  responsiveness  to  their 
political  demands. 

The  third  factor  is  a  wider  sentiment 
that    concerns    Indonesia  perceptions 
of  Singapore.  Some  Indonesians  resent 
Singapore's  economic  success  because 
they  believe  that  it  has  been  built  on 
the  back  of  Indonesian  exports  and  re- 
sources. Some  also  believe  Singaporean 
businesses  have  been  too  cosy  with 
the  Indonesian  conglomerates  that  were 
Soeharto  cronies.  Still  others  feel  that 
Singaporeans,    rather  than  sympathiz- 
ing with  Indonesia  in  its  recent  years 
of   difficulty,    have    benefited    at  the 
latter's  expense.  Besides,  Singaporeans 
are    considered    to    be    lacking  deep 
understanding   of   Indonesia's  current 
problems  and,  even  worse,  they  seem 
bewildered  about  Indonesia's  incapability 
to  stop  the  instabilities  and  are  very 
worried  about  Indonesia's  future. 

It  is  within  this  context  that  the 
complaints  and  furor  over  SM  Lee's 
comments  had  emerged.  This  context 
explains  many  of  the  other  swings 
in  Indonesia-Singapore  relations,  for  the 
spate  over  SM  Lee's  comments  is  not 
an  isolated  affair.  This  is  just  another 


swing  in  what  has  become  quite  an 
unstable  and  incident  driven  relationship. 
This  should  be  taken  into  considera- 
tion, as  Indonesian-Singapore  bilateral  ties 
were  once  a  key  pillar  for  both  coun- 
tries, as  well  as  for  ASEAN. 

No  matter  whatever  criticisms  were 
directed  to  President  Soeharto,  it  should 
be  admitted  that  under  his  admin- 
istration there  were  no  tension  and 
suspicion  between  the  two  countries, 
-  which  -  gave  yvay  ta  relations  that- were 
stable,  cooperative,  and  even  warm. 
In  contrast,  since  the  fall  of  Soeharto, 
two  succeeding  presidents  have  directed 
their  strong  criticisms  against  Singapore. 
President  B.j.  Habibe  notoriously  singled  ' 
out  the  island  as  a  *red  dot",  whereas 
President  Abdurrahman  Wahid  once  talked 
about  joining  with  Malaysia  to  cut  off 
water  supply  to  Singapore.  Both  these 
rows  se^m  to  result  from  their  respective 
personal  idiosyncracies. 

However,  the  incidents  were  not 
fully  on  that  basis.  In  fact,  they  were 
responding  to  a  wider  sentiment  in  Indo- 
nesia, as  are  the  present  voices  protest- 
ing SM  Lee's  comments.  It  is  for  this 
reason  that  according  the  late  Michael 
Leifer,  an  astute  observer  of  the  region, 
Indonesia-Singapore  relations  have  in- 
dicated a  return  to  the  past,  akin  to 
the  tense  period  of  konfrontasi  under 
President  Soekarno. 

A  more  stable  and  cooperative  relation- 
ship is  indeed  much  needed  by  both 
countries.  How  can  this  be  achieved? 
Increased    dialogue    is   the   first  and 
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essential  requirement.  The  need  for  the 
countries  to  discuss  and  cooperate  on 
counter  terrorist  measures,  Post  911,  is 
very  real.  It  "^could  have  provided  re- 
asons to  work  closely  together.  It  "is  an 
irony  that  this  opportunity  has  instead 
turned  into  a  liability.  This  can  still  be 
remedied  with  efforts  on  both  sides. 

Indonesia  and  Singapore  must  work 
together  on  many  related  issues.  This 
"includes  the  control  over- the  flow  of  - 
funds  between  the  two  countries  which 
may  be  related  to  terrorism  and  related 
activities.  There  is  also  necessary  thinking 
about  the  future  direction  of  the  ASEAN" 
Regional  Forum  in  "re  I  at  ion"  to  the  Post  " 
911  issues,  in  which  both  countries  have 
a  large  stake. 

There  are  many  other  areas  that  re- 
quire increased  and  candid  dialogue.  To 
make  the  most  of  these  opportunities, 
finger  pointing  should  be  avoided  by  both 
sides.  Win-win  opportunities  must  in- 
stead be  emphasized. 

The  economic  cooperation  between 
the  two  countries  in  the  Riau  islands 
is  something  that  can  be  taken  as  a 
good  example.  Exports,  investments  and 
economic  development  in  Batam  and 
Bintan  have  shown  stability  and  indeed 
growth,  in  contrast  to  many  other  crisis 
affected  areas.  Another  area  where  co- 
operation and  dialogue  is  needed  is  on 
the  fires  and  haze  issue.  Some  predict 
a  return  to  the  El  Nino  phenomenon 
of  dry  weather  and,  therefore,  the  fires. 
Given  that  Indonesians  living  in  the  pro- 
vinces near  the  fires,  Singaporeans,  and 


many  others  in  the  region  will  suffer,  in 
the  coming  months  the  two  countries 
must  concentrate  more  on  the  issue. 

But  beyond  possible  topics  for  dial- 
ogue, there  is  a  question  of  whom-  to 
involve.  During  the  Soeharto  era,  most 
of  the  dialogues  and  the  closest  ties  were 
among  the  political  and  business  elites. 
There  is  now  a  need  to  go  beyond  this. 
Today's  Indonesia,  which  is  in  the  post- 
Soeharto  era,  is  much  more  complex 
and  diverse  than  in  the  past.  The  Mega- 
wati government  faces  many  challenges 
and  seemingly  cannot  impose  its  will 
or  J)uild  a^^  strong  centrist  coalition  on 
911  and,  indeed,  many  other  issues.  It 
must  instead  accommodate  different  views. 

For  these  reasons,  Singapore  must 
make  some  efforts  to  reach  out  to  the 
broadest  possible  spectrum  of  Indone- 
sians. Steps  in  this  direction  were  taken  in 
recent  official  visits,  when  Singapore 
leaders  called  not  only  on  the  incumbent 
president,  but  also  on  the  vice-president, 
MPR  speaker  and  leaders  of  other  sizeable 
parties. 

There  are  many  more  that  can  still 
and  should  be  done  by  Singaporeans 
at  different  levels  and  in  different 
sectors.  On  both  sides  of  the  Java  Straits, 
there  are  new  leaders  who  need  to 
acquaint  themselves  with  the  other 
country  and  with  their  counterparts. 
This  is  best  done  through  first  hand 
experience,  and  not  through  the  tinted 
lenses  of  foreign  media  articles  and 
official  reports. 
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Government  officials  too  need  to 
engage  with  each  other.  If  there  is  under- 
standing at  the  working  level,  any  pos- 
itive political  signals  can  be  accelerated, 
while  future  political  spates  can  possibly 
be  lessened. 

In  the  private  sector,  efforts  must 
be  made  to  initiate  ties  between  busi- 
ness leaders  that  go  beyond  the  old 
circle  of  cronies  and  conglomerates. 
The  effort  must  be  to  find  new  potential 
partners  and^ ways  of  doing  deals.  These 
must  profit  both  sides  equitably.  Busi- 
nesses must  also  recognize  and  deal 
with  a  wider  constituency  in  Indonesia 
today  that  wishes  to  address  questions, 
Tuch  as  corruption  and  the  possible  ill 
effects  of  globalization. 

Singaporean  companies  may  not  be 
ready  to  invest  in  Indonesia,  and  it  is 
their  prerogative  to  interpret  questions 
of  risk  and  reward.  But  many  would 
be  advised  to  hold  a  watching  brief  to 
keep  up  with  and  deepen  their  under- 
standing of  developments  there.  Indonesia 
has  provided  many  opportunities  for 
foreign  investors  in  the  past  and  can 
do  so  again. 

For  academics,  opinion  makers  and 
the  non-governmental  sector,  there  is  a 


whole  new  wealth  in  Indonesia  with 
which  can  be  connected.  A  rich  div- 
ersity of  groups,  social  causes  and  op- 
inions has  emerged  as  the  Soeharto  pres- 
idency ended.  This  is  sometimes  pell- 
mell  and  chaotic,  but  engaging  with 
these  groups  will  give  Singaporeans  the 
broadest  and  deepest  reading  of  the 
changes  that  are  emerging  in  Indonesia. 

Initial  contacts  between  some  en- 
vironmental groups  were  initiated  over 
the  fires  and  haze  issue  in  1997  and 
thereafter.  But.thes.e  and  more  such  jinks 
must  be  built  upon  and  widened  to 
bring  in  many  other  issues  and  groups. 
For  two  countries  that  are  so  close  to- 
gether, the  relationship  must  clearly  go 
beyond  the  government  to  government 
links. 

The  current  spate  over  SM  Lee's  re- 
marks about  terrorist  networks  in  Indo- 
nesia may  not  be  an  isolated  incident, 
but  a  symptom  of  a  deeper  malady. 
The  disease,  fortunately,  is  not  incurable 
if  treated  early  and  properly.  But  both 
sides  and  many  more  sectors  in  each 
society  must  be  involved  in  providing 
the  workable  solutions  and  must  move 
ahead  to  a  broader  mutual  understand- 
ing within  the  wider  region. 


REVIEW  OF  POLITICAL  DEVELOPMENT 


The  First  100  Days  of 
Megawati's  Administration:  A  Question  of 

Willingness  and  Capability 

Staff;  Department  of  Social  and  Political  Change/ CS  IS 


T O  MAI^Y,  the^'first  tlTree  mo~nths  ~ 
of  Megawati's  presidential  office 
seemed  not  convincing.  Although 
Megawati  has  successfully  survived  the  po- 
litical turmoil  as  the  impact  of  the  Septem- 
ber 11  attacks,  she  hardly  made  any  sign- 
ificant progress  on  both  political  govern- 
ance and  economic  reforms.  To  put  it 
simply,  almost  in  all  spheres  of  life  Indo- 
nesia has  performed  sluggish  progress  at 
a  time  when  the  country  is  challenged  by 
international  political  and  economic  de- 
velopments. 

Since  her  installment,  the  country  has 
been  faced  with  ever-increasing  problems. 
In  the  main,  little  progress  has  been  made 
on  improving  the  economic  condition. 
Now  this  situation  is  even  sparked  by  the 
current  slump  worldwide  (see  the  preced- 
ing economic  update).  The  country  has  also 
been  desperately  trying  to  cope  with  prob- 
lems on  political  stability,  public  order  and 
security,  which  remain  major  concerns  to 
the  public,  expatriates,  as  well  as  foreign 


^visitors  "and  rhvestors;"  In  addition,  separatist  ^ 
movements  in  Aceh  and  Papua  have  proved 
to  be  faulty  and  the  right  solution  for 
each  province  turned  out  to  be  more 
elusive.  Even  worse,  while  Megawati  has 
survived    the  political  turmoil  at  home 
pertaining  the  September  terrorist  attacks, 
her  ambivalent  stance  on  the  US  policy 
has  not  won  her  the  international  support 
she  needs.  Finally,  the  2001  Annual  Ses- 
sion of  the  MPR  ended  in  a  dead  lock 
on  the  issue  of  amending  the  1945  Con- 
stitution, which  among  other  things  in- 
cluded a  proposal  to  have  direct  presid- 
ential elections. 

Megawati  herself  is  in  fact  the  key  to 
solving  these  problems.  Yet,  the  main  quest- 
ion now  is  whether  she  is  capable  of  or 
willing  to  deal  with  them.  Addressing  the 
country's  problems  requires  that  she  not 
just  survived  her  term  of  office,  but  that  she 
takes  pro-active,  albeit  unpopular,  steps  to 
create  a  more  robust  Indonesia.  If  she  is  to 
be  more  decisive  in  her  actions,  Megawati 


REVIEW  OF  POLITICAL  DEVELOPMENT 


13 


needs  to  have  a  better  understanding  of 
the  respective  nnajor  issues  the  country  has 
to  face.  Better  armed,  she  then  needs  to  be 
more  courageous  in  making  unpopular  pol- 
icies and  be  prepared  to  defend  these  pol- 
icies before  the  Parliament.  However,  should 
she  fail,  people  are  likely  to  lose  confid- 
ence, which  will  in  turn  bring  Indonesia  into 
another  crisis  that  may  be  even  worse. 

THE  GOVERNMENT'S  POOR  PER- 
FORMANCE 

Megawati  had  commenced  her  office 
with  a  promising  start,  as  she  appointed 
prominent,  competent  and  professional 
ministers.  However,  the  honeymoon  did 
not  last  long,  as  they  were  quick  to  dis- 
appoint. Now  democracy  turns  out  to 
be  nothing  else  but  oligarchy.  The  ruling 
elite  seems  to  content  to  blame  bureau- 
cratic paralysis.  While  corruption  flourishes 
with  its  new  face  in  almost  all  sectors, 
there  is  no  functional  structure  to  penalize 
the  existing  wrong-doings.  At  the  same 
time,  economic  and  legal  reforms  remain 
stagnant;  and  the  financial  authority  has 
still  been  busy  dealing  with  substantial 
debts  the  conglomerates  fail  or  refuse 
to  settle.  Indeed,  more  than  three  years 
after  Soeharto's  resignation,  there  is  little 
fundamental  difference  in  how  Indonesia's 
220  million  people  are  being  governed. 

Obviously,  Megawati  inherited  a  difficult 
task.  Although  since  1998  Indonesia  has 
provided  democracy  and  has  been  politic- 
ally open  to  new  players  and  new  power 
centers,  yet  this  does  not  mean  that  there 
are  new  rules  of  the  game  to  play.  Con- 
versely, these  new  players  seem  to  even 


enjoy  the  rules  of  the  game  the  New  Order 
used  to  play  -  Government  is  ruled  by 
elites  for  the  profit  of  a  privileged  few. 

As  matters  stand,  the  question  is:  what 
is  vyrong  with  Megawati's  administration? 
If  the  administration  is  not  running  well, 
one  of  the  main  causes  could  be  a  lack  of 
political  will  on  the  part  of  the  President 
in  which  case  she  has  failed  to  present 
well-directed  agenda  for  reform.  Most  of 
her  ministers  seem  not  clear  about  the 
policy  direction  they  should  be  taking. 
According  to  those  who  are  familiar  with 
the  President's  team.  Co-ordinating  Minister 
Dorodjatun  Kuntjoro-Jakti  and  the  reform 
minded  State  Enterprises,  Minister.  Laksa- 
mana  Sukardi  -  the  two  men  most.,  people 
had  pinned  their  faith  on  -  have  been 
running  into  the  same  sort  of  roadblocks 
their  predecessors  faced. 

The  bureaucratization  of  the  Office  of 
the  President,  orchestrated  by  State  Secret- 
ary Bambang  Kesowo  with  the  consent  of 
the  President,  seems  to  have  resulted  in 
rigid  protocol  and  tight  security  over  pres- 
idential affairs,  which  in  turn  have  isolated 
the  President  from  having  day  to  day  com- 
munication with  her  ministers,  and  good 
and  proper  advices  and  suggestions  from 
prominent  and  credible  figures  concerning 
national  issues  and  problems.  For  this 
reason,  some  of  Megawati's  closest  aides 
complain  that  they  are  having  difficulty 
getting  access  to  the  president. 

Members  of  Megawati's  Indonesian  De- 
mocratic Party  for  Struggle  (PDI-P)  argued 
that  the  President  needed  a  bureaucrat 
of  Kesowo's  calibre  to  act  as  a  gatekeeper 
and  to  deal  with  the  necessary  adminis- 
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trative  structure.  But  now  they  question 
his  motives  since  he  is  playing  more  sign- 
ificant role  than  merely  a  gatekeeper  of 
the  President.  Kesowo  and  the  Administrat- 
ive Reform  Minister,  a  veteran  bureaucrat 
Feisal  Tamin,  for  example,  have  issued  a 
joint-ministerial  decision  that  expert  staff 
of  the  ministers  must  be  recruited  from  the 
civil  service  unless  they  are  political  appo- 
intees. This  has  curbed  the  possibility  of 
hiring  professional  staff,  which  at  the  same 
-time  makes  it  difficult  for  the- ministers- to 
replace  the  existing  high-rank  officers  with 
those  who  are  nnore  capable  arid  qualified. 

Lack  of  coordination  among  the  ministers 
__QLthe  Cabinet  ij  another  significant  reason 
for  their  poor  performance.  The  Cabinet  is 
not  working  as  a  team,  and  as  indicated 
earlier,  there  is  no  clear  direction  from  the 
President.  Consequently,  every  ministerial 
department  has  its  own  direction,  none  of 
which  seems  to  include  significant  policies. 
In  addition,  individual  ministers  could 
hardly  meet  people's  expectations.  For 
example,  Dorodjatun  Kuntjoro-Jakti  is  con- 
sidered as  unfocused,  while  he  himself  com- 
plains Parliament  for  stalling  his  proposals. 
Whereas  Co-ordinating  Minister  Susilo  Bam- 
bang  Yudhoyono,  is  seen  to  be  too  obses- 
sive with  his  (hidden)  own  political  agenda. 

It  seems  that  President  Megawati  is 
happy  to  see  the  Government  run  by  tight 
bureaucratic  management.  This  means  that 
each  level  of  the  Government  structure  has 
to  perform  in  isolation  from  other  sections 
of  the  Government.  The  economic,  financial 
and  industrial  ministers,  for  example,  have 
to  report  to  only  the  Coordinating  Minister 
of  Economy,  Finance  and  Industry.  Only  the 
co-ordinating  minister  will  report  to  the 


President.  Such  a  management  might  be 
right  in  terms  of  delegation  of  authority 
and  responsibility  but  without  adequate 
policy  direction  from  the  President,  the  min- 
isters can  hardly  focuse  on  their  respective 
agendas.  This  tight  bureaucracy  has  co- 
cooned  the  President,  something  she  seems 
to  be  comfortable  with.  . 

The  Government's  Annual  Report 

Although  President- Megawati's  speech  — 
before  the  Annual  Session  of  the  People's 
Co  nsultative  Assembly  (MPR)  was  wel- 
comed by  most  political  fractions,  she 
"actually  admitted  that  no  progress  in  the 
"Ti at ionah  recovery  and  reform"- process  has  -- 
been made  since  she  was  in  power  in  Sep- 
tember 2001.  Megawati  stressed  a  few  key 
points. 

First,  the  country's  top  priority  is  eco- 
nomic recovery.  Although  she  admits  that 
Indonesia  may  have  problems  paying  off 
its  debts,  she  warmly  thanked  the  coun- 
try's creditors  for  their  understanding.  This 
is  exactly  the  right  approach  to  take:  ad- 
mitting difficulties  without  making  the  IMF 
appear  to  be  the  enemy.  She  mentioned 
the  difficulties  state  institutions  had  faced 
in  asset  sales. 

Second,  political  normalization  will  be 
essential,  including  the  restoration  of  se- 
curity and  order.  She  even  made  reference 
to  some  fractions  of  the  MPR  that  view, 
this  as  a  return  to  Soeharto-style  politics, 
but  she  denied  this  by  making  it  clear 
that  democracy  required  stability. 

Third,  in  a  less  emphatic  way  than  cited 
in  many  media  reports,  she  explained  that 
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Strikes  against  Afghanistan  during  Ramadan 
("and  Christmas")  may  weaken  the  alliance 
against  terrorism. 

The  speech  was  indeed  a  well-drafted 
and  balanced  view  of  Indonesia's  problems 
and  the  Government's  desire  to  resolve 
them,  without  going  into  too  many  details 
on  concrete  plans  and  time  frame  for  the 
recovery  programs.  As  such,  the  report  Is 
a  pretty  accurate  reflection  of  the  first  100 
days  of  Megawati's  being  in  power,  in 

-  which  she -has  managed  to- balance  all-of- 
the  crises  facing  Indonesia  with  poise, 
albeit  without  taking  the  necessary  pro- 
active steps  of  improving  things  -  one  thing 

-  that  she  should  have  done  right  from  the 
beginning,--  ,  .  . 

UNCRITICAL  PARLIAMENT 

So  far  the  House  of  Representative  (DPR) 
has  not  shown  its  critical  stance  towards 
the  Government  in  spite  of  the  latter's  poor 
performance.  It  seems  that  Megawati's 
leadership  and  what  she  has  achieved  so 
far  are  acceptable  to  the  House.  There  are 
some  possible  explanations  why  Parliament 
preferred  to  conform.  First,  most  members 
of  Parliament  want  to  relax  after  having 
a  long  and  tiring  process  of  impeaching 
President  Abdurrahman  Wahid.  This  is  re- 
flected in  the  House  member's  comment 
admitting,  'the  enthusiasm  we  all  had  has 
subdued.' 

Second,  there  is  no  political  indication 
that  President  Megawati  has  really  been  in- 
volved in  or  conducted  any  wrongdoings 
in  terms  of  collusion,  corruption  and  ne- 
potism (populady  known  as  KKN).  In  fact, 
Megawati's  lack  of  vision  and  initiative 


cannot  be  used  as  an  entry  point  to  criticize 
her  as  the  way  the  Parliament  did  to  Pres- 
ident Wahid.  Furthermore,  there  seems  to 
be  a  common  perception  among  members 
of  Parliament  that  Megawati  cannot  be 
blamed  for  all  the  existing  problems  as 
she  is  only  inheriting  them  from  the  old 
regime,  and  that  even  someone  superior 
than  her  will  hardly  be  able  to  resolve 
those  problems  immediately.  Thus,  it  is 
only  fair  to  give  her  time  at  least  twelve 
rather  than  three  months  to  put  things 
in-order.   .  

_T/7/fd,_immediately  after  Megawati  was 
elected  president,  there  was  a  national 
agenda  that  required  the  full  concentration 
of  members  of  PaHiament,  i.e.,  the  Annual 
Session  of  "the  /vfPR  (1-9  'Novem"Ber  2001). 
To  some  extent,  this  had  diverted  the  at- 
tention of  the  members  from  evaluating 
Megawati's  performance  to  concentrating 
on  the  sessions. 

In  addition,  although  PDIP  does  not  hold 
single  majority  in  the  Parliament,  its  role 
in  influencing  the  political  agenda  in  the 
Parliament  remains  significant.  In  that  re- 
spect, PDIP  under  Megawati's  leadership 
has  generally  adopted  'safe  policies' 
-avoiding  controversial  and  unpopular  pol- 
icies, and  minimizing  factors  of  destabil- 
ization-  that  are  aimed  at  keeping  Mega- 
wati in  power  until  2004.  The  cost  of  such 
policies  is,  as  it  may  seem,  that  PDIP  has 
to  tolerate  'wrong-practices'  of  other 
major  parties  in  return  for  their  support. 
The  most  recent  example  of  such  quid  pro 
quo  is  the  case  of  Buloggate  II,  which  in- 
volved the  Golkar  chairman.  In  this  case, 
PDIP  seems  reluaant  to  support  the  setting 
up  of  an  inquiry  team  to  investigate  the 
Golkar  chairman. 
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RELATIONS  BETWEEN  PARLIAMENT 
AND  THE  GOVERNMENT 

So  long  as  Megawati's  PDIP  is  open 
for  political  bargaining  with  other  major 
parties,  a  relatively  stable  relation  between 
the  Government  and  the  Parliament  can  be 
maintained.  But  this  does  not  mean  that 
this  could  lead  to  fundamental  and  sign- 
ificant progress  in  economic  recovery  and 
development.  Instead,  eradicating  KKN  and 
-  Strengthening  . law  enforcement  ..will  remain 
political  rhetoric. 

Critical  comments  from  the  Parliament 
have  come  mostly  from  PKB  (the  Nation 
Awakening  Party),  specifically  from  Aiwi 
Shihab's  faction.  Since  the  resignation  of 
President  Abdurrahman  Wahid,  PKB  was 
split  into  two  groups.  The  Shihab  group 
is  supported  by  Wahid  and  claims  to  hold 
the  majority  of  its  supporters,  especially 
the  Kyais  of  NahdIatuI  Ulama  (NU).  Mean- 
while, Matori  Abdul  Djalil's  group  also 
claims  to  have  considerable  supports  from 
the  party's  branches. 

As  Matori  is  a  member  of  Megawati's 
cabinet,  his  group  in  the  Parliament  will 
not  become  an  opposition  to  the  Govern- 
ment. On  the  other  hand,  Shihab  group 
members  always  try  to  criticize  the  Govern- 
ment. They  are  also  keen  to  express  their 
suspicious  comment  on  the  linkage  of  the 
current  power  elite  and  the  New  Order. 
The  campaign  on  Buloggate  II  was  actu- 
ally initiated  by  some  members  of  Shihab's 
group. 

However,  Shihab's  PKB  lacks  the  support 
from  other  parties  in  the  Parliament.  This 
is  simply  because  any  political  move  by 


Shihab's  PKB  is  taken  as  'political  revenge' 
to  what  was  done  to  President  Wahid. 

THE  ASSEMBLY'S  ANNUAL  SESSION 

The  2001  Annual  Session  of  the  People's 
Consultative  Assembly  (MPR),  held  on  1-9 
November  2001,  produced  seven  MPR 
Decrees.  However,  most  of  these  Decrees 
are  not  related  to  the  immediate  efforts 
to  resolving  the  existing  fundamental  prob- 

_Jem  lndonesia_has  long  been  facecL  with, 
namely  the  constitutional  reform.  While 
V  the  legislators  smoothly  passed  laws.on 
"non-crucial"  issues,  they  were  likely  to 

-prevent  the  development  of- a  consensus 
on  particular  issues  considered  to  be  crucial.  .  . 

The  results  of  the  Session  are  generally 
far  from  meeting  people's  expectation.  This 
is  partly  attributed  to  the  fact  that  most 
members  of  the  Assembly  did  not  see  the 
urgency  of  settling  those  problems,  as  re- 
flected in  the  poor  meeting  where  more 
than  half  of  the  members  left  the  sessions. 
In  view  of  this,  many  agree  that  the  2001 
Annual  Session,  similar  to  the  previous 
sessions,  was  just  a  waste  of  time  and  re- 
sources. 

OTHER  POLITICAL  AND  SECURITY 
ISSUES 

Tommy  Case 

Tommy  Soeharto  has  finally  been  arrested 
by  the  Jakarta  Police  officers  on  27  No- 
vember 2001.  This  was  a  month  after  the 
Supreme  Court  decision  to  overturn  the 
corruption  charges  against  the  youngest  son 
of  former  President  Soeharto.  This,  how- 
ever, does  not  necessarily  mean  that  the 
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arrest  would  soon  reveal  all  cases  of 
Tommy's  alleged  involvements,  such  as 
the  killing  of  the  Supreme  Justice  Syafiud- 
din  Kartasasmita,  the  bombing  of  several 
places  in  Jakarta,  arid  the  illegal  possessions 
of  weapons  and  guns.  Nevertheless,  thei-e 
emerged  a  prejudice  amid  the  Police's  suc- 
cess that  the  arrest  was  merely  part  of 
the  Police's  scenario. 

Akbar  Tandjung  Case 

The  Buloggate  II  case  evolved  affer 
the  former  chairman  of  State  Logistics 
Agency  (Bulog),  Rahardi  Ramelan,  testified 
that  he  gave  Akbar  Tanjung  the  amount  of 
Rp40  billion  from  Bulog  in  1999  based  on 
the  previous  cabinetjls  recommendation. 
An  addition  of  RpIO  billion  went  to  then 
Military  chief  Gen.  Wiranto  for  operational 
expenditures  of  the  civilian  guard.  Another 
Rp4  billion  was  used  to  compensate  for 
the  cancellation  of  the  1996  land  swap 
deal  between  Bulog  and  PT  Goro,  a  deal 
which  resulted  in  Tommy  Suharto's  con- 
viction. 

As  indicated  earlier  the  case  is  full  of 
political  gimmicks.  As  many  as  fifty  DPR 
members  demanded  the  establishment  of 
inquiry  team  to  investigate  the  Bullogate  II 
case.  However,  the  proposal  for  forming 
the  team  had  been  declined,  as  most  of 
the  legislators  favored  the  legal  process 
at  the  Attorney  General's  Office. 

Decentralization  Problem 

President  Megawati  reconfirmed  that  the 
Government  has  no  intention  to  reduce, 
let  alone  to  take  away,  the  autonomy  of 


the  regency  and  city  as  stipulated  by  Law 
22/1999.  This  was  the  President's  response 
to  the  on  going  debate  and  confusion  over 
the  issue  of  the  Government's  plan  to  revise 
the  Law.  this  confirmation  is  important 
to  prevent  further  misunderstanding  and 
even  suspicion  among  local  Governments 
and  communities  over  the  seriousness  of 
the  Government  in  pursuing  the  regional 
autonomy  program.  What  is  still  missing  in 
the  President's  confirmation,  however,  is 
the  invitation  to  local  Governments  and 
communities  to  -involve  or  paiiicipate  in 
the  revision  process  of  the  Law. 

The  revision  of  the  Law  will  be  an  on 
going  process.  The  Minister  ofHome  Affairs 
has  set  up  a  team  of  revision  and  called 
for  inputs  from  the  regions  and  the  public. 
It  is  not  yet  known  how  far  the  revision 
process  has  been  going  on.  For  sure,  no 
draft  of  the  revision  Law  22/1999  has 
been  submitted  to  the  DPR.  The  main 
substance  of  the  revision  appears  to  be 
on  the  structural  relationship  between  the 
central,  provincial  and  local  Governments 
so  as  to  clarify  the  role  of  the  provincial 
Government  vis  a  vis  both  central  Gov- 
ernment and  local  Governments. 

The  Aceh  Problem 

The  problem  of  secession  in  Aceh  and 
the  armed  struggle  led  by  the  Free  Aceh 
Movement  (GAM)  continue  to  pose  a 
serious  challenge  to  both  the  territorial  in- 
tegrity of  the  Indonesian  state  and  the  se- 
curity in  the  province.  Until  November  2001, 
the  conflict  has  taken  more  than  1200 
lives,  mostly  civilians;  tens  of  thousands 
of  people  were  displaced;  and  more  than 
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100  buildings,  especially  schools,  houses, 
and  shops,  were  burned.  Since  the  launch- 
ing of  a  fresh  military  operation  by  the 
Army  in  May,  armed  clashes  between  the 
rebels  and  Indonesia's  security  forces  had 
taken  place  almost  on  a  daily  basis,  with 
the  number  of  casualties  on  both  sides  in- 
crieasing.  Meanwhile,  the  peace  talk  be- 
tween the  rebels  and  Indonesia's  Govern- 
ment in  Geneva  was  virtually  at  the  brink 
of  collapse. 


President  Megawati's  visit  to  Aceh  on 
8  September  2001  did  not  bring  any  signir 
ficant  improvement  to  the  security  situation 
in  the  province.  Nor  did  it  bring  about  a 
brighter  prospect  for  a  peaceful  and  im- 
mediate resolution  of  the  conflict.  The 
dialogue  with  GAM  in  Geneva  virtually 
stalled  as  the  Government  has  yet  to  ap- 
point a  new  chief  negotiator  to  replace 
Hasan  Wirayuda  who  has  become  foreign 
minister.  Like  her  predecessors,  President 
Megawati  has  not  devised  any  concrete 
and  comprehensive  policy  in  dealing  with 
Aceh,  and  continues  to  maintain  that  the 
special  autonomy  bill  should  have  pacified 
the  Acehnese  demands.  Now,  there  is  even 
growing  fear  in  Aceh  that  the  September  1 1 
attack  and  the  American  call  for  a  global 
war  against  terrorism  would  provide  a 
new  opportunity  for  Indonesia's  Govern- 
ment to  steep  up  its  own  war  in  Aceh 
without  having  to  worry  much  about  Amer- 
ican scrutiny.  Some  military  leaders,  for 
example,  began  to  portray  the  secessionist 
movement  in  Aceh  as  a  form  of  terrorism. 

The  Papua  Problem 

The  murder  of  Irian  Jaya's  separatist 
movement  leader,  Theys  Eluay,  was  reported 


to  be  closely  associated  with  Wahid's  at- 
tempt to  keep  Irian  Jaya  as  part  of  Indone- 
sia. Report  said  that  Theys  was  abducted 
on  Saturday  night.  The  incident  clearly 
undermines  the  Indonesian  Government's 
efforts  to  ease  separatism  in  Irian  Jaya. 
The  separatist  force  set  fire  to  a  hotel, 
market  and  bank  near  Jayapura's  airport 
Sunday  following  the  murder.  This  incid- 
ent should  actually  force  the  Government 
to  conduct  a  transparent  investigation 
leading  to  a  fair  court  process  over  the 
suspected  person  of  the  killing.  Other- 
wise, the  credibility  of  the  Government  in 
the  eyes  of  its  people,  especially  of  the 
Papuans,  would  severely  deteriorate. 

SOME  POTENTIAL  PROBLEMS  IN 
2002 

Given  the  fact  that  Megawati  have  sur- 
vived a  difficult  political  balance  so  as  to 
maintain  not  only  her  power  but  also  rel- 
ative national  stability,  she  has  a  chance 
to  survive  through  2002,  even  until  the 
end  of  her  term  in  office,  except  if  there  is 
an  extraordinary  and  unpredictable  event 
or  if  she  makes  something  very  stupid. 
However,  there  are  serious  constraints  and 
challenges  that  she  has  to  face  in  2002. 

First,  if  the  country's  economic  perform- 
ance remains  poor  and  if  the  Government 
remains  insensitive  towards  poverty  issues, 
social  upheavals  might  unavoidably  emerge 
in  many  parts  of  the  country.  Tens  of  PDIP 
members  from  the  poor  communities 
once  declined  their  party  member  cards, 
burn  their  party  T-shirts  as  they  felt  to 
be  ignored.  The  poverty  problem  in  2001 
might  be  getting  worse.  NGOs'  activists 
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will  most  likely  raise  this  issue  and  the 
radical  Islamic  groups  will  also  most  likely 
join  the  wagon  and  make  use  of  this  for 
their  own  benefit. 

Second,  the  regional  autonomy  program 
continues  to  pose  many  and  complex  prob- 
lems that  could  create  turmoil  and  disturb- 
ances. Vertical  as  well  as  horizontal  con- 
flicts between  levels  of  Governments  might 


arise.  Some  regions  rejoice  and  are  some- 
what 'happy'  in  exercising  their  new  power 
and  authority.  Third,  the  weak  enforcement 
of  the  law  is  a  major  constraint  to  fight- 
ing corruption.  However,  Megawati  has  not 
begun  a  serious  campaign  to  tackle  this 
problem.  Fourth,  the  new  political  system  is 
not  functioning  as  yet.  In  conclusion,  the 
country's  whole  picture  of  2002  will  most 
likely  be  much  the  same  as  that  of  2001. 
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REVIEW  OF  ECONOMIC  DEVELOPMENT 


The  Weakening  Trend 
in  Indonesia's  Economic  Growth 


INTRODUCTION 


E COhyOMIC.^growth  .weakened  from 
4.8%  in  2000  to  3.3%  in  2001,  and 
the  weakening  trend  is  expected  to 
continue  at  least  in  the  first  semester  of 
this  year.  Export  and  investment  have  con- 
tributed to  the  weakening  growth,  while 
private  consumption  has  been  the  main 
engine  of  the  economy.  The  prospect  for 
faster  growth  in  2002  depends  on  the 
recovery  of  export,  which  in  turn  depends 
on  the  expected  global  economic  recovery 
in  the  second  half  of  2002. 

Inflation  continues  to  be  in  double  digit 
figures  for  the  next  several  months,  and 
monetary  policy  should  remain  tight. 
Meanwhile,  the  base  money  growth  has 
been  on  target,  and  as  a  result  the  interest 
rate  (SBI)  is  creeping  down.  However,  high 
inflation  means  that  the  interest  rate  can- 
not go  down  further  in  near  future. 

Declining  real  interest  rate  has  contri- 
buted to  strong  growth  of  domestic  credit 
In  2001,  but  the  recent  decline  in  bank 
credit  in  the  manufacturing  sector  has  cast 
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doubt  on  the  prospect  of  investment  in 
the  future.  Recent  decline  in  SBI  rate  also 
led  to  higher  stock  prices  and  more  active 
bond  trading  in  the  Jakarta"  Stock  Ex- 
change. Meanwhile,  the  Rupiah  is  ex- 
pected to  strengthen  slightly  around 
Rp9.500-Rp1 0,000  to  the  US$,  mainly  be- 
cause of  the  positive  sentiments  resulting 
from  the  completion  of  the  Bank  Central 
Asia  (BCA)  sale.  But,  Rupiah  appreciation 
will  be  constrained  by  high  demand  for 
US$  from  private  sectors  and  continued 
base  money  growth. 

However,  there  is  growing  concern 
that  the  unfavorable  domestic  investment 
climate  has  prevented  the  export-oriented 
industries  to  expand  this  year.  Capital 
account  continues  to  show  a  large  deficit 
and  the  net  private  capital  outflow  is  ex- 
pected to  be  about  US$11  billion  in  2001. 

The  IMF  had  a  relatively  positive  re- 
view on  Indonesia's  macroeconomic  man- 
agement, and  this  would  hopefully  pave 
the  way  for  smooth  Paris  Club  reschedul- 
ing in  April  2002.  While  a  positive  result 
from  the  Paris  Club  may  be  expected, 
there  have  been  serious  concerns  over 
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the  government's  ability  to  manage  the 
domestic  debt. 

ECONOMIC  GROWTH 

Indonesia's,  economic  growth  continues 
to  v/ane  as  the  GDP  grew  by  3.3%  in 
2001,  down  from  4.8%  in  2000.  The  slow- 
down in  growth  was  broadly  based  across 
sectors.  The  main  source  of  growth  in 
2001  continued  to  be  manufacturing, 
followed  by  trade,  hotel  and  restaurant, 
and  transport  and  commun^ication^Those- 
three  sectors  contributed  to  76%  of  GDP 
growth  in  2001  (Table  1)."" 

Table  1 

GDP  BT^SECTOR 

(y-o-y,  %  change) 


Growth  Contribution 
Y-on-Y  to  Growth 

(7o)  (%) 


2000 

2001 

2000 

2001 

Agriculture 

1.1 

0.6 

4.1 

3.1 

Mining  and 

Quarrying 

5.9 

-0.6 

11.8 

-1.9 

Manufacturing 

6.2 

4.3 

33.4 

34.5 

Electricity,  gas, 

and  Water 

8.8 

8.4 

2.9 

4.2 

Construction 

4.3 

4.0 

5.2 

7.0 

Trade,  Hotel, 

&  Restaurant 

5.4 

5.1 

17.7 

24.5 

Transportation  & 

Communication 

9.4 

7.5 

13.7 

16.6 

Financial,  Ownership, 

&  Business 

4.7 

3.0 

6.7 

6.2 

Services 

2.2 

2.0 

4.5 

5.7 

Gross  Domestic 

Product 

4.8 

3.3 

100.0 

100.0 

Source:  Central  Board  of  Statistics,  Berita  Resmi 
Statistik. 


Table  2 

GDP  BY  EXPENDITURE 

(yearly,  y-o-y,  %  change) 


Growth  Contribution 
Y-on-Y  to  Growth 

(%)  (%) 
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8.2 

2.5 

7.3 

Gross  fixed  capital 

formation 

23.7 

4.0 

24.2 

11.3 

Export  of  goods 

and  services 

26.1 

1.9 

35.1 

6.7 

Less  import  of  good: 

5 

and  services 

21.1 

8.1 

23.9 

23.5 

Gross  Domestic 

Product 

4.8 

3.3 

.  100.0 

100.0. 

Source:  Central  Board  of  Statistics,  Berita  Resmi 
Statistik. 


In  terms  of  expenditures,  the  eco- 
nomic slowdown  in  2001  was  largely  attri- 
butable to  a  sharp  drop  in  investment  and 
exports.  Meanwhile,  consumption  of  both 
private  and  government  sectors  rose  sign- 
ificantly, and  household  consumption 
was  the  main  source  of  growth  in  2001 
(Table  2). 

By  comparing  the  quarterly  GDP  data, 
it  is  clear  that  the  economic  growth  rate 
has  been  declining  since  the  first  quarter 
last  year.  Two  sectors,  agriculture,  mining 
and  quarrying  experienced  negative  growth 
since  the  third  quarter  of  2001.  While, 
from  the  expenditure  side,  investment 
growth  fell  progressively  from  18.9%  in 
the  first  quarter  to  -7.1%  in  the  last 
quarter  of  2001.  Similarly,  export  growth 
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dropped  dramatically  from  18.4%  in  the 
first  quarter  to  8%  in  the  second  quarter 
and  then  continuously  fell  to  -12.9%  in 
the  last  quarter  of  2601. 

Last  year,  economic  growth  still  re- 
lied on  consumption.  However,  the  data 
from  Bank  Indonesia's  survey  on  consumer 
confidence  shows  that  private  consumpt- 
ion is  fragile,  as  can  be  seen  from  the 
drop  in  consumer  confidence  in  January 

 2002.  Given  the  weakness  in  investment 

"    "and  exports,  the  weakening  confidence 

—  of  consumer-and  investors, -and  the  un- ■ 
favorable  political  situation  and  climatic 

—  conditjon,  the  growih  rates,  of  the  next... 
-^^Jwo  jC|Marters__will  be_Jpw  at^around  J.0  tQ.._ 

3.5%.  The  best  hope  is  the  resurgence 
of  exports  in  the  second  half  of  this 
year,  which  hopefully  will  bring  back 
the  level  of  growth  to  about  4%  overall 
in  2002. 


MONETARY  GROWTH 
Inflation 

inflation  increased  by  almost  2%  in  a 
month  in  January  2002.  The  biggest  con- 
tribution derived  from  the  increase  in  food 
prices.  Prices  of  transportation,  to  a  lesser 
extent,  also  contributed  to  inflation  as 
the  government  decided  to  increase  the  fuel 
prices  by  20-30%  in  late  January.  Other 
factors  are  the  increase  in  minimum  wage 
by  around  20-30%  in  some  cases  in  many 
big  cities  starting  in  January  2002  and  the 
increase  in  electricity  prices.  Price  adjust- 
ments usually  come  with  a  lag  and  the 
continuing  effects  of  the  increase  in  trans- 


portation prices  will  most  likely  to  take 
place  in  February  and  perhaps  also  in 
March  2002. 

Measured  as  yiar-on-year  price  change, 
annual  inflation  reached  14.4%  in  January, 
the  highest  inflation  since  1999.  There 
is  still  some  room  and  opportunity  for 
the  year-on-year  inflation  to  go  down  in 
the  coming  months,  but  achieving  single 
digit  inflation  is  certainly  a  tough  job 
..  for  the  central  bank,  Further  increases  in 
fuel  and  electricity  prices  are  expected 
throughout  2002, -while  the  fragile  and 
vulnerable  banking  sector  continues  to 
-  put  serious. -constraints  on.  the  effective- - 
.  ness-. of  monetary  policy. ..Therefore,  the^ 
year-on-year  inflation  is  expected  to  re- 
main at  double  digit  levels  in  the  next 
several  months. 

Money  Supply  and  Interest  Rates 

While  inflation  is  on  the  rise,  the  base 
money  growth  has  been  on  the  track  in 
January.  In  the  previous  report  it  was 
mentioned  that  the  base  money  needs 
to  grow  at  around  12-13%  year-on-year 
to  maintain  single  digit  inflation  when  the 
economy  is  expected  to  grow  at  around 
3-4%  a  year.  It  remains  to  be  seen  whether 
the  current  rate  of  growth  can  be  main- 
tained by  the  central  bank,  given  the 
expected  increase  in  money  demand  due 
to  the  increases  in  fuel  prices,  electricity 
prices,  and  also  minimum  wages. 

Because  the  base  money  growth  is  re- 
latively as  on  the  target,  the  interest  rate, 
especially  the  SB!  rate  started  to  decline 
slightly  in  January.  The  SBI  rate  (1  month) 
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rigure  1 


BASE  MONEY  AND  SBI  RATES 
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Source:  Bank  Indonesia. 


Figure  2 


INDONESIA:  SWAP  PREMIUM,  NOMINAL 
AND  REAL  INTEREST  RATES  (%) 
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Source:  Bank  Indonesia. 
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declined  from  17.6%  in  late  December 
2001  to  16.9%  in  late  January  2002  re- 
flecting the  lesser  effort  by  the  central  bank 
:    :   to  pull  back_the  currency -from  circulation. 
Recent  indicators  show  that,  the  swap  pre-., 
mium  has  declined  from  December  to 
January,  and  the  declining  premium  has 
played  an  important  role  behind  the  de- 
clining interest  rates.  While  there  was  no 
need  by  the  central  bank  to  keep  the  SBI 
rate  at  above  17%,  other  indicators  on  in- 
^^^-terest  rate  have  shown  very  little  changes.- 

-The  prospect  for_  interest .  rates  remains 
flat  because  increasing  inflation  is  ex- 
_   pected  to  halt  the  declining^trend  and  put 

-  P'^essure  or|__  interest  rate  to  rebound  in 

the  near  future.  There  are  some  possibilities 
for  further  decline  in  SBI  rate  in  the  near 
future,  but  the  declining  rate  would  be 
minimal  and  very  slowl.  The  SBI  rate  is 
very  unlikely  to  go  below  16.5%.  The 
key  question  is  whether  the  base  money 
growth  could  be  put  on  the  track  in  the 
coming  months,  and  that  depends  on 
various  other  factors,  such  as  consumer 
confidence  and  the  risk  premium. 

Credit  Growth 

Because  inflation  has  grown  faster 
than  the  interest  rate,  the  real  interest 
rate  has  been  declining  for  the  last  twelve 
months.  Declining  real  interest  rate  is  one 
major  contributing  factor  to  the  resurgence 
of  domestic  credit  throughout  2001. 
However,  there  has  been  some  weaken- 
ing trend  in  year-on-year  credit  growth 
for  the  last  several  months.  This  is  shown  , 
by  the  declining  credit  growth  in  manu- 
facturing and   in  consumption  credit. 
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which  contributed  around  60%  to  the 
total  credit. 

The  fact,  that  the  total  outstanding 
credit  is  only  around  36%  of  the  total 
amount  of  the  broad  money  (M2)  shows 
that  credit  activities  are  still  well  below 
the  potentials.  There  is  an  opportunity  for 
the  credit  activities  to  blossom  in  the 
coming  months  because  the  real  interest 
rate  is  expected  to  remain  low,  but  the 
prospect  for  growing  credit  activities 
depends  more  on   overall  investment 
climate  and -confidence.  - 

Thr  Stock  Price  and  the  Rupiah 

,  The  Jakarta  Stock  Price  Index  (JSX)  in- 
creased significantly  from  about  370 
in  December  2001  to  about  470  in  late 
February  this  year,  but  the  data  on  trans- 
actions show  little  increase  in  volume. 
One  major  factor  that  boosted  the  stock 
prices  is  clearly  the  declining  SBI  interest 
rate  since  December.  Meanwhile,  in  the 
stock  market,  the  BCA  sale  proved  to 
have  a  negative  impact,  dragging  the 
Jakarta  Stock  Exchange  Composite  Index 
down  because  the  government  managed 
to  sell  only  the  Jakarta-listed  bank  at 
Rp1,775  per  share,  which  was  lower 
than  the  market  share  price  at  the  time. 

The  disappointing  first  one-hundred 
days  of  Megawati  government  brought 
the  Rupiah  from  Rp8,500/US$  in  August 
back  to  Rp10,000/US$  in  November  2001. 
But  since  then,  the  Rupiah  seems  to  have 
been  stable  at  around  10,000-10,500 
levels.  The  Rupiah  has  broken  the  10.000 
level,  strengthening  slightly,  based  on  the 
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positive  sentiments  resulting  from  the 
dropped  debt  extension  plan  and  the  com- 
pletion of  Bank  Central  Asia  (BCA)  sale. 
But,  the  market  players  are  still  waiting 
for  further  law  enforcement  on  bad  debtors 
and  selling  in  BCA  shares.  Another  factor 
is  whether  the  central  bank  can  keep 
the  base  money  growth  on  the  track  in 
the  coming  months.  However,  as  local 
companies  were  still  keen  on  buying 
the  US  currency  on  dips  to  pay  maturing 
offshore  debts,  the  upward  movement  in 
Rupia'h  would  only  occur  in  a  narrow 
range.  Therefore,  the  Rupiah  will  have  re- 
mained at  around  10,000  in  the  coming 
months,  with  long-term  depreciation  of- 
around  10-15%  a  year  depending^on.  inr=  =  . 
flation  and  capital  inflows. 


BALANCE  OF  PAYMENTS 

Export  performance  had  been  disap- 
pointing throughout  the  year  2001  due  to 
the  global  economic  downturn,  which 
was  worsened  by  the  September  11 
tragedy.  A  similar  trend  is  taking  place 
in  import.  The  trade  balance  shows  a 
trade  surplus  of  about  US$25  billion  for 
the  year  2001,  which  was  lower  than  the 
year  2000  at  around  US$28  billion. 

The  prospect  for  exports  in  2^02  c-er- 
tainly  depends  on  the  recovery  of  the 
global  economy,  especially  the  US  eco- 
nomy in  the  second  half  of  this  year.  But 
export  performance  wiir  also  be  largely 
deitermined -by  domestic  factors7  especr= 
ally  investment  climate,  which  is  needed 


Figure  3 
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Figure  4 


INDONESIA:  EXPORT  GROWTH  (y-o-y) 


Source:  Central  Board  of  Statistics. 


Figure  5 


MONTHLY  IMPORTS  BY  CATEGORY  (US$  Billion) 
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by  export-oriented  sectors  to  expand. 
The  year  2001  witnessed  continuing 
private  capital  outflows,  and  the  trend  is 
expected  to  continue  this  year. 

The  deterioration  -of  exports,  which 
already  started  in  the  third  quarter  of 
2000,  continued  to  happen  in  2001.  The 
total  exports  in  2001  amounted  to  US$56 
billion,  declining  by  9.8%.  The  huge  de- 
cline in  exports  in  the  year  2001  was 
driven  by  the  non-oil  and  gas  commod- 
rties,  which  accourited  for  about  78% 
of  Indonesian  export.   It  declined  by 
10.3%.  While  oil  and  gas  exports,  which 
constitute  about  22%  of  total  exports,  de- 
clined by  9.4%. 

Similar  to  export  trends,  import  has 
also  been  declining  since  the  end  of  2000. 
Total  value  of  import  in  2001  was  about 
US$30.8  billion,  which  accounted  for  92% 
of  the  total  imports  in  the  previous  year. 
Oil  and  gas  imports,  which  accounted 
for  13%  of  total  imports,  declined  sign- 
ificantly by  21%  partly  due  to  the  fall 
of  oil  price. 

Non-oil  and  gas  imports,  constituting 
about  87%  of  total  imports,  declined  by 
4%.  The  prospect  for  imports  in  2002 
depends  on  the  recovery  of  the  real  sector, 
because  raw  material,  ifitermediate  inputs 
and  capital  goods  are  the  major  com- 
ponents of  imports.  Based  on  the  'end 
use'  classification  of  import,  77.5%  of 
total  imports  in  2001  were  raw  materials 
and  intermediate  inputs.  There  is  also 
high  correlation  between  export  and 
import  because  the  export  industry  is 
highly  dependent  on  imported  input. 


Capital  Account:  Net  Capital  Outflows 

Balance  of  payment  for  the  first  half 
of  2001  shows  net  capital  outflows  of 
US$5.9  billion,  and  if  the  trend  continues 
in  the  second  half,  a  net  capital  outflow 
will  most  likely  be  at  about  US$n-12 
billion  in  2001.  Apart  from  huge  private 
capital   net  outflow   reaching  US$5.6 
billion,  official  capital  was  also  in  deficit 
of  US$0.4  billion,  as  official  debt  re- 
payments exceeded  official  capital  in- 
flows. In  2000,  the  official  capital  ac- 
count still  showed  some  positive  numbers. 

Capital  outflow  is  expected  to  con- 
tinue-because  the  country  is  having 
massive  foreign  liability,  both  from  the 
government  and  the  private  sides.  The 
only  factor  that  could  reverse  the  out- 
flow is  the  return  of  foreign  investment, 
which  depends  entirely  on  investor  con- 
fidence. 

BANK  CENTRAL  ASIA  (BCA)  DIV- 
ESTMENT 

The  long  overdue  sale  of  BCA  has 
been   completed,   and   US  Investment 
firm  the  Farallon  Capital-led  consortium- 
won  the  government's  51%  stake  in  BCA, 
outbidding  the  UK's  Standard  Chartered 
Bank  Pic.  The  sale  process  itself  was  in 
line  with  market  expectation,  although 
its  result  was  suprising.  The  dilemma, 
though,  is  that  selecting  Standard  Chart- 
ered as  the  winner  would  have  produced 
a  deal  that  was  perceived  to  be  unfair 
and  not  credible.  That  would  have  in- 
flicted greater  cost  so  that  potential  in- 
vestors would  simply  have  stayed  away 
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from  any  future  asset  sales  by  the  govern- 
ment. 

_:But,  BCA,  though  the  largest  retail 
bank,  still  depends  mainly  on  the  interest 
of  its  government  bonds  for  its  income, 
and  its  loan-to-deposit  ratio  is  still  very 
low,  at  around  17  percent.  Only  by  ex- 
panding loans,  but  under  effective  risk 
management,  will  BCA  be  able  to  build  a 
stronger  footing  for  long-term  growth.  In 

 thfs- context,  Farallon  is— actually  not -the 

best  choice  because  of  its  inexperience 
in  the  banking  industry. 

-  -However,  judging  from  the.  business 

=-  .  plan,  submitted  by  FaralJon  as^  required 
in  the  bidding,  it  seems  encouraging  as 
the  US  Investment  company  will  ask 
the  Deutsche  Bank  to  help  manage  BCA. 
Its  plan  to  emphasize  the  development 
of  effective  risk  management  and  to 
expand  lending  operations  by  at  least 
34  percent  within  three  years,  demon- 
strates its  right  perception  of  sound  bank 
operations. 

MANAGING  GOVERNMENT'S  DOM- 
EST'C  DEBT 

The  government  should  decide  on 
how  to  manage  its  debt,  especially  the 
domestic  portion,  so  as  to  avoid  an  un- 
sustainable fiscal  burden.  The  govern- 
ment has  accumulated  about  Rp653 
trillion  of  domestic  debt,  mainly  due 
to  the  recapitalization  of  a  number  of 
banks.  A  majority  of  the  bonds  will  reach 
maturity  between  2004-2009.  Note  that 
for  the  current  fiscal  year,  interest  pay- 
ment alone  is  estimated  to  be  about 


Rp88.5  trillion  or  about  27%  of  the  gov- 
ernment's domestic  revenues.  Around  two 
third  of  the  amount  will  be  for  domestic 
interest  payment.' 

There  are  at  least  three  options  avail- 
able for  the  government  to  manage  its 
domestic  debt.  But,  none  of  these  options 
will  be  easy  to  execute.  First,  debt  re- 
scheduling in  which  the  government  re- 
places the  existing  bonds  with  new  ones 
of  Jonger,  maturtties.  However,  there  is  a 
risk  that  the  replacement  bonds  will  be 
valued  less  than,  the-existing- ones  and 
this  will  lower  the  capital  adequacy  ratio 
(CAR)  of.  those  banks.  The.  risk  arises  as 
the  absence  of.  an  effi.c.i.ent..bond  market 
makes  it  difficult  to  predict  how  the 
public  will  value  the  new  bonds. 

Second,  the  government  buys  back 
its  outstanding  bonds  from  the  proceeds 
of  the  divestment  of  the  assets  under 
IBRA  control  and  privatization  of  state- 
owned  companies.  This  option  is  un- 
likely to  happen  for  practical  reasons. 
First,  it  will  take  time  for  the  govern- 
ment to  sell  those  assets;  second,  even 
if  the  government  will  be  able  to  sell 
those  assets,  the  government  may  need 
the  cash  generated  for  other  fiscal  pur- 
poses such  as  stimulating  the  economy 
rather  than  paying  the  debt. 

Third,  the  government  may  simply 
swap  the  outstanding  debt  with  assets. 
Concerning  the  vanishing  value  of  the 
assets  under  IBRA,  this  mechanism  is  un- 
likely to  take  place.  On  the  latest  ac- 
count, the  actual  value  of  the  assets  under 
IBRA  is  estimated  to  be  only  about 
Rpl 67.74  trillion. 
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DROPPING  IBRA'S  CONTROVER- 
SIAL DEBT  REPAYMENT  PLAN 

The  government  has  scrapped  the 
Indonesian  Bank  Restructuring  Agency's 
(IBRA)  controversial  debt  repayment 
plan,  and  has  instead  slapped  a  three- 
month  deadline  on  bad  debtors  to  repay 
their  debts.  The  shareholder  settlement 
program  basically  went  back  to  the  pre- 
vious deal,  but  made  additional  pro- 
vision for  law  enforcement. 

Under  this  program,  debtors  have  up 
to  four  years  to  settle  their  debts,  a 
deadline  which  for  many  debtors  falls 
this  year.  The  failure  to  get  any  re- 
payments under  these  schemes  prompted 
iBRA  to  propose  extending  the  program 
deadline  by  up  to  ten  years.  The  pro- 
ponents of  the  extension  argue  that 
giving  them  more  time  will  increase  the 
expected  amount  of  the  debt  that  can 
be  recovered.  However,  there  is  no 
guarantee  that  the  extension  will  work 
as  intended.  Meanwhile,  the  extension 
will  incur  additional  costs  to  the  gov- 
ernment. 

IMF  REVIEW:  BARELY  PASS,  BUT 
SERIOUS  CONCERNS  REMAIN 

In  general,  the  review  on  govern- 
ment's macroeconomic  policies  such  as 
the  monetary  and  fiscal  targets  is  accept- 
able. Despite  concerns  over  a  higher 
than  expected  inflation,  the  International 
Monetary  of  Fund  (IMF)  expressed  support 
for  the  base  money  policy  of  lowering  in- 
terest rates  and  allowing  inflation  to  rise. 

In  January,  the  Fund  has  disbursed  its 
long-delayed  US$360m  loan,  which  is  part 


of  a  US$5bn  package.  The  disbursement 
has  been  delayed  since  December  2000, 
due  to  a  fallout  between  the  government 
and  the  IMF. 

But  the  government  also  failed  to 
meet  some  of  the  items  in  the  LOI.  First, 
the  amendment  of  the  Central  Bank  Law 
has  yet  to  be  finalized.  Second,  the 
revenue  from  privatization  falls  short 
of  the  target.  The  government  collected 
about  Rp3.5  trillion  from  SOE  privat- 
ization, from  the  targeted  Rp6.5  trillion, 
mainly  due  to  the  unsuccessful  sale  of 
P.T.  Semen  Gresik.  The  sale  has  been 
put  on  hold,  following  a  regional  pres- 
sure againsj__the  inclusion   of  Semen 
Padang  and  Semen  Tonasa,  two  operat- 
ing units  of  Semen  Gresik,  in  the  bid. 

Third,  the  divestment  program  of 
recapitalized  banks.  The  sale  of  its  51% 
stake  in  BCA  and  Bank  Niaga  fell 
behind  schedule.  This  has  been  delayed 
for  two  years  due  to  various  reasons 
including  political  intervention  and  anti- 
foreign  sentiment.  The  completion  of  BCA 
sale  is  seen  as  a  litmus  test  for  the  gov- 
ernment and  that  is  committed  to  carry- 
ing economic  reform  program. 

THE  PARIS  CLUB:  ANOTHER  LOAN 
EXTENSION? 

The  government  will  also  seek  for  at 
least  US$3bn  sovereign  debt  reschedul- 
ing with  the  Paris  Club  creditor  nations. 
But  the  prospect  of  the  Paris  Club  depends 
on  good  housekeeping  activities,  measured 
by  the  implementation  of  the  Letter  of 
Intent  with  the  IMF. 
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About  two-thirds  of  the  proposed 
debt  rescheduling  is  the  principal,  where- 
as the  remaining  one  third  is  the  inter- 
est. Indonesia  has  never  before  requested 
the  rescheduling  of  interest,  but  the  gov- 
ernment is  counting  on  the  rescheduling 
of  both  principal  and  interest  if  it  is  to 
achieve  a  budget  deficit  of  2.5%  of  GDP 
this  year. 

The  government  would  also  negotiate 
with -the  Paris  Glub  not  to  extend  the-, 
rescheduling  of  its  debts  to  private 
credifors\  as  it  would  downgrade  In- 
donesia's country  rating.  Dropping  to 
selective  default  (SD)  status- could  prompt 
lending  institutions-  to  charge  higfier  in- 
terest rates,  reflecting  higher  risk  of 
investment  and  lower  confidence. 


^Besides  having  government-to-government 
borrowings,  Indonesia  had  also  issued  sovereign 
bonds  in  US  dollar  -  called  'Yankee  Bonds'  -  to 
private  creditors.  Normally,  the  Paris  Club  would 
provide  an  equal  treatment  to  both  the  debts. 


UPDATES  ON  THE  MINIMUM 
WAGE  POLICY 

The  government  has  been  in  a  diffi- 
cult position  with  regard  to  the  imple- 
mentation of  the  new  Provincial  Minimum 
Wage  ruling.  The  proposed  minimum 
wage  increase  by  more  than  30%  across 
the  country  was  rejected  by  The  Indo- 
nesian Employers  Association  (Apindo). 
But  the  State  Administrative  Gourt  (PTUN) 
overturned  an  earlier  irvjunctiorh,  which 
had  delayed  the  implementation  in  Ja- 
karta. This' reflects  a  sitdation  in  which 
the  central  government  has  no  power  in 
directing  important"  economic  pohcy. 

Indonesia's  labor  market  is  flexible,  and 
therefore  employment  would  adjust  to 
the  new  level  minimum  wage.  Displaced 
labor  from  the  formal  sector  would 
go  to  the  unprotected  informal  sectors 
(70%  of  the  labor  force)  and  would  con- 
sequently reduce  the  wage  level  there. 


Southeast  Asia  and  Global  Terrorism: 
Implication  on  State  Security  and 

Human  Security 

Hadi  Soesastro 


INTRODUCTION 


HE  September  1 1 .  terrorist  attack _on 
the  . United  States,  is  generally  seen.  as 
a  crime  against- humanity  and  cannot 


be  condoned  for  any  reason.  If  such  act  is 
tolerated  no  nation  or  country  will  be  safe 
in  the  future.  The  attack  has  signified  the 
arrival  of  "global  terrorism'  that  needs  to 
be  responded  to  with  the  creation  of  a 
global  coalition  against  terrorism.  It  also 
demonstrates  the  impact  of  "hyper-terror- 
ism" that  requires  a  comprehensive  re- 
sponse, encompassing  political-diplomatic, 
economic  and  legal  measures  as  well 
as  intelligence  cooperation  and  military 
actions. 

The  terrorist  attack  on  the  US  is  also  be- 
lieved to  have  ushered  in  a  new  interna- 
tional order.  Whether  or  not  the  world 
has  actually  changed,  it  appears  that  the 
United  States  has.  It  has  also  unleashed  a 
different  internal  dynamics  in  many  nations. 


For  further  discussion,  see  Feridhanusetyawan 
(2000),  Hill  (1996)  and  Pangestu  (1996). 


The  bajance  of  opinion  has  shifted  to  state 
security  and  away  from  democracy  and 
human  security  (Evans  2002).  This  has  be- 
come a  major  concern  for  many  Southeast 
Asians. 

Civil  society  in  a  number  of  Southeast 
Asian  countries  has  been  arguing  for  a  para- 
digm shift  in  managing  the  affairs  of  state 
and  society,  from  an  obsession  with  state 
security  to  a  greater  understanding  of  and 
focus  on  human  security.  In  the  name  of 
national  security,  territorial  integrity  and 
political  stability,  the  state  often  resorts  to 
policies  and  measures  that  threaten  human 
security  -  the  security  of  its  own  people. 
This  has  been  justified  on  the  basis  that 
the  "young"  nation  is  still  in  its  formation, 
and  that  for  the  sake  of  nation  building, 
civil  liberties  are  a  luxury.  The  September 
11  terrorist  attack,  which  has  unwittingly 
drawn  in  Southeast  Asia,  will  complicate 
and  frustrate  the  efforts  towards  that  para- 
digm shift. 

Southeast  Asian  governments,  even  in 
countries  with  large  Muslim  populations, 
support  the  US-led  international  coalition 
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to  fight  against  terrorism.  President  Mega- 
wati of  Indonesia  was  the  first  head  of 
state  to  visit  the  United  States  after  the  Sep- 
tember 11  terrorist  attack.  This  was  in  itself 
seen  as  a  strong  gesture  of  support.  She 
could  have  opted  for  canceling  the  trip. 
During  the  visit  to  Washington  she  strongly 
condemned  the  attack  and  made  a  pledge 
to  support  the  fight  against  terrorism.  In 
a  joint  communique  Megawati  asked  Pres- 
ident Bush  to  give  due  attention  to  the  feel- 
ings of  Muslims  and  to  involve  the  United 
Nations  in  the  war  on  global  terrorism..  It 
was  unfortunate  that  even  before  Mega- 
wati returned  to  Indonesia,  the  country  ap- 
peared to.have  taken  the  opposite^stance  . as 
anti-American  demonstrations  increased, 
culminating  in  calls  to  'sweep'  and  expel 
Americans.  The  government's  lack  of  action 
against  the  campaigns  by  radical  Muslim 
groups  astounded  the  international  com- 
munity. Mainstream  Muslim  groups  in  the 
country  were  also  surprised  by  the  govern- 
ment's inaction  and  for  allowing  the  nation's 
agenda  to  be  'hijacked'  by  those  groups. 

It  took  some  time  before  the  govern- 
ment reaffirmed  its  stance  and  took  firm 
actions  against  those  groups.  Hesitation  on 
the  part  of  Megawati  and  her  government 
was  perhaps  caused  mainly  by  their  fear 
that  any  action  against  those  radical  Mu- 
slim groups  could  be  branded  as  anti- 
Islamic.  Mainstream  Muslim  groups,  as 
represented  by  the  two  largest  Muslim 
organizations,  NahdIatuI  Ulama  and  Mu- 
hammadiyah,  belatedly  launched  coun- 
ter-moves to  recapture  the  nation's  agenda. 
In  early  January  2002  their  leaders  held  a 
meeting  to  reiterate  their  stance  and  to 


show  to  the  government  that  their  views  re- 
present those  of  the  majority. 

However,  the  problem  faced  by  Indo- 
nesia remains  precarious,  as  the  issue  is 
no  longer  Indonesia's  political  and  diplo- 
matic support  for  the  US-led  war  on  ter- 
rorism. Gradually  Indonesia  and  other 
Southeast  Asian  countries  are  being  drawn 
more  deeply  into  the  'war'  as  evidence 
begins  to  surface  that  Southeast  Asia  may 
emerge -as  a  major  breeding  ground  for  in- 
ternational terrorism.  Southeast  Asian  gov- 
ernments will  heed  to  deal  more  decisively 
with  domestic  radical  groups  that  may  be 
linked  to  international  terrorist  networks. 
Initially  they  have  downplayed  the  threat 
posed  by  those  groups. 

it  may  not  be  difficult  for  the  Philip- 
pine government  to  pinpoint  to  the  Abu 
Sayyaf  rebels  in  the  Southern  Philippines 
as  having  close  links  to  al-Qaeda.  Pres- 
ident Arroyo  has  made  a  deal  with  the 
United  States  allowing  US  troops,  includ- 
ing special  operations  forces  trained  in 
counter-terrorism,  to  be  sent  to  the  Philip- 
pines to  help  destroy  Abu  Sayyaf.  How- 
ever, the  involvement  of  US  troops  is  not 
without  opposition  domestically  as  indicated 
by  the  demonstrations,  in  December  2001 
the  governments  of  Singapore  and  Malay- 
sia have  arrested  28  alleged  terrorists,  be- 
lieved to  be  linked  to  al-Qaeda.  This  was 
followed  by  another  arrest  in  the  Philippines 
in  January  2002.  These  arrests  have  also 
led  to  allegations  of  involvement  by  Indo- 
nesians and  groups  based  in  Indonesia, 
in  particular  Abu  Bakar  Baasyir,  the  leader 
of  the  Mujahideen  Council  of  Indonesia 
{Majelis  Mujahidin  Indonesia).  Indonesian 


SOUTHEAST  ASIA  AND  GLOBAL  TERRORISM 


33 


authorities  have  argued  that  they  lack  the 
evidence  to  detain  the  Islamic  cleric.  Ma- 
laysia and  Singapore  still  have  the  not- 
orious Internal  Security  Act  with  which 
they  can  more  easily  arrest  people.  Indo- 
nesia does  not  have  that  instrument,  but 
this  may  not  be  the  main  reason  for  the 
more  cautious  stance.  A  Bill  on  the  Erad- 
ication of  Terrorism  is  being  drafted  for 
submission  to  the  Parliament.  There  are  al- 
ready voices  of  concern  expressed  by  civil 
society  leaders  and  organizations  over 
the  content  of  the  Bill.  Perhaps  a  more  im- 
portant factor .  is  the  kind  of  constraint  felt 
by  Indonesian  leadership  and  authorities 
resulting  froni  their  political  vulnerability 
in  dealing  with  radical  Muslim  groups. 
Megawati  lacks  the  Islamic  credentials  that 
would  allow  her  to  take  the  necessary 
tough  stance. 

THE  WAR  ON  TERRORISM 

The  most  difficult  thing  in  the  war  on 
terrorism  is  to  find  the  enemy  (Melloan 
2001).  The  enemy  is  not  another  state,  but 
groups  of  people  that  form  terrorist  cells. 
The  'new  terrorism'  as  exemplified  by  al- 
Qaeda  differs  from  the  'old  terrorism'  prac- 
ticed by  the  Provisional  Irish  Republican 
Army  (IRA),  in  that  the  former  is  not  amen- 
able to  political  negotiation  (Stevenson 
2001).  They  do  not  present  a  discrete  set 
of  negotiable  political  demands  (Simon 
and  Benjamin  2001).  With  the  scale  of 
operation  such  as  in  the  September  11 
attack,  the  new  terrorists  mainly  want  to 
express  their  wrath  and  cripple  the  enemy. 
With  its  global  network,  al-Qaeda  represents 
global  terrorism. 


Terrorism,  by  striking  at  civilian  targets, 
is  essentially  a  threat  to  human  security. 
The  scale  and  scope  of  operation  by  the 
new  terrorists  also  make  them  a  threat  to 
state  security:  The  war  on  the  new  terrorism 
is  a  new  kind  of  war.  In  dealing  with  the 
new  terrorist,  the  state,  acting  to  protect 
the  state  and  the  people,  may  resort  to 
policies  and  measures  or  rules  and  practices 
that  in  themselves  could  threaten  human 
security.  Individuals  suspected  of  sub- 
versive intent  can  be  held  without 
charges.  This  is  not  new  in  -some  South- 
east Asian  countries.  In  the  US  today, 
Americans  seem  to  be  willing  to  give 
up  substantial  civil  liberties  to  de- 
crease their  vulnerability.  -The  cruelty 
and  danger  that  the  new.  terrorists- pose 
have  mobilized  wider  public  opinion 
against  terrorism  and  have  engendered 
an  'anything  goes"  mentality.  But  the  cur- 
tailment of  civil  liberties  could,  in  fact, 
mean  that  the  terrorists  have  achieved 
their  objective  (Melloan  2001). 

The  threat  of  terrorism  posed  by  al- 
Qaeda  to  the  United  States  has  been  de- 
scribed as  an  'existential'  one.  This  is  seen 
as  a  justification  for  the  calls  for  short-term 
self-defense  and  a  long-term  policy  of 
containment  (Stevenson  2001).  In  his  speech 
to  Congress,  President  George  W.  Bush 
stated  that  the  'war  on  terrorism  begins 
with  al-Oaeda,  but  it  does  not  end  there. 
It  will  not  end  until  every  terrorist  group 
of  global  reach  has  been  found,  stopped 
and  defeated.'  To  wage  such  a  war,  the 
United  States  has  formed  an  interna- 
tional coalition.  Ironically,  this  also  requires 
the  United  States  to  court  nations  that 
have  suppressed  democracy  and  human 
rights  and  even  have  supfXJrted  terrorism. 
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The  threat  of  new  terrorism  could  be 
contained  only  through  hard  counter- 
terrorist  measures,  such  as  law  enforce- 
ment and  intelligence  cooperation.  It  is 
also  of  critical  importance  for  the  success 
of  the  efforts  to  fight  terrorism  to  segregate 
groups  that  respond  to  political  suasion 
from  those  that  do  not.  At  the  global  level, 
the  new  era  will  be  characterized  by  a 
division  between  those  who  are  against  ter- 
rorism and  those  who  are  not.  However, 
it  is  important  for  the  United  States  to  re- 
cognize that  not  every  nation  should  do 
the  same  thing  and  act  the  same  way,  or 
even  be  involved  in  all  that  the  US  is 
doing.  There  cain  be  a  variety  of  coalit- 
ions (Wanandi  2001).  Some  states  could 
do  their  part  by,  first,  taking  care  of  their 
domestic  affairs  and  educating  the  public 
on  the  necessity  to  fight  terrorism.  Second, 
they  should  cooperate  in  destroying  the 
global  terrorist  networks.  The  third  effort 
is  to  give  political-diplomatic  support  to 
the  global  fight  against  terrorism.  These 
efforts  could  be  undertaken  as  a  regional 
effort.  Perhaps  this  is  the  only  way  to 
beat  an  enemy  without  borders.  On  the 
part  of  the  United  States,  it  should  also  re- 
cognize that  by  providing  certain  conces- 
sions to  a  state  that  is  involved  in  the  in- 
ternational coalition,  the  conduct  of  that 
state  could  be  altered. 

Essentially,  a  successful  war  on  terror- 
ism requires  greater  precision  in  its  variety 
of  efforts,  in  identifying  the  target,  in  design- 
ing the  policy,  and  employing  the  instru- 
ments. There  is  also  an  increased  recogn- 
ition of  the  importance  of  understanding 
the  root  that  causes  terrorism  in  ending 
such  threats  of  terrorism. 


THE  WAR  IN  SOUTHEAST  ASIA 

As  al-Qaeda  bases  of  operation  in 
Afghanistan  are  being  destroyed,  there  is 
growing  concern  that  Southeast  Asia  may 
become  a  major  breeding  ground  for  global 
terrorism.  Areas  where  radical  elements 
flourish  could  serve  as  safe  havens  and  re- 
cruiting grounds  for  international  terrorist 
groups.  The  situation  in  Southeast  Asia  is 
complicated  because  of  the  difficulty  in 
distinguishing  between  ethnic-based  dom- 
estic violence  and  radical  groups  that 
pose  an  international  threat.  The  main 
question  is  how  these  countries  will  deal 
wjth  these  problems  

The  Philippines  has  defined  the  target, 
namely  the  radical  Islamic  Abu  Sayyaf 
rebels  that  it  wants  to  defeat  once  and  for 
all.  The  group  has  its  base  in  the  Basilan 
Island  in  the  South.  These  rebels  have 
plagued  the  government  in  Manila  for  de- 
cades. The  existence  of  links  between  Abu 
Sayyaf  and  al-Qaeda  has  been  established. 
Abu  Sayyaf  has  about  2,000  members,  some 
of  whom  have  trained  in  Afghanistan,  and 
is  fighting  to  establish  an  Islamic  state. 
The  group  has  conducted  bombings,  kill- 
ings and  a  multitude  of  kidnappings  for  ran- 
som, using  the  money  to  buy  weapons 
and  speedboats  (Schmitt  2002).  In  April 
2000  Abu  Sayyaf  had  taken  20  Asians 
and  European  hostage  at  a  Malaysian  resort. 

The  US  and  the  Philippine  govemments 
have  agreed  on  conducting  joint  military 
operations  against  Abu  Sayyaf,  starting 
in  February  2002.  A  total  of  650  Amer- 
ican combat  troops,  including  160  from 
the  Special  Forces,  will  be  dispatched  to 
the  Philippines  to  train  and  advise  1,200 
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Filipino  soldiers.  Both  governments  have 
been  careful  to  describe  the  US  military 
presence  as  a  supervisory  contingency.  Fili- 
pino officials  call  it  an  "exercise",  perhaps 
to  avoid  fueling  domestic  sensitivities  to 
the  large  US  military  presence.  The  operation 
by  the  code  name  "Shouldering  the  Load 
Together',  however,  is  much  different  in 
size,  scope  and  location  from  the  annual 
joint  exercises.  The  US  forces  may  ac- 
company Philippine  troops  on  patrol  in 
rebel  areas.  They  will  be  armed  and  will 
be  authorized  to  fire  in  self-defenserEventu- 
ally,  they  could  become  involved  in  offens- 
ive military  action,  but  only  at  the  request 
of  Manila.  However,  the  use  of  foreign 
troops  for  combat  in  the  Philippines  could 
be  seen  as  violaiting  the  country's  con- 
stitution. Concerns  have  been  raised  about 
sovereignty  and  the  legality  of  the  opera- 
tion. Philippine  Defense  Secretary  Angelo 
Reyes  has  stated  that  the  American  ground 
forces  might  be  in  the  country  for  as  long 
as  one  year  {The  Asian  Wall  Street  Journal, 
16  January  2002).   By  welcoming  US 
military  assistance.  President  Arroyo  has 
taken  a  great  risk.  However,  her  firm  stance 
on  his  has  won  her  international  admiration 
and  has  strengthened  her  position  domestic- 
ally. 

In  December  2001  the  governments  of 
Singapore  and  Malaysia  have  arrested 
two  separate,  but  coordinated,  Jemaah 
Islamiyah  cells,  a  13-member  unit  in  Ma- 
laysia and  a  15-member  unit  in  Singapore. 
Most  of  them  are  well  educated  and 
some  received  their  training  in  Afghanistan. 
Malaysia  and  Singapore  shared  intelligence 
information.  Singapore  has  set  up  a  new 
national  security  secretariat  within  its  de- 


fense ministry  to  coordinate  anti-terror- 
ism initiatives  between  its  security  organ- 
izations. The  Singapore  government  has 
announced  that  the  terrorist  cell  it  has  ar- 
rested has  links  to  Osama  bin  Laden  and 
were  planning  strikes  against  American 
targets  in  Singapore.  Singapore  and  Ma- 
laysia have  used  their  Internal  Security  Act 
(ISA)  to  arrest  those  suspects.  Before  Sep- 
tember 11,  there  was  some  talk  about  the 
phasing  out  of  the  ISA.  This  agenda  is  likely 
to  be  postponed.  In  view  of  the  public 
concern  and  panic  expressed  following 
the  release  of  the  news  on  the  arrests, 
prompting  the  Singapore  government  to 
jssue  a  statement  . to  cairn,  the  public,  there 
may  be  less  urgency  to.  revive  the  agenda. 
This  is  definitely  a  setback  in  terms  of  pro- 
moting civil  liberties  in  Singapore  and  Ma- 
laysia. 

The  arrests  in  Singapore  and  Malaysia 
seem  to  have  foiled  the  "grand  Asia  stra- 
tegy' of  Jemaah  Islamiyah.  The  group  aims 
at  establishing  Daulah  Islamiah,  an  Islamic 
state  that  would  include  parts  of  Malaysia, 
Indonesia  and  the  Philippines.  Reference 
has  been  made  to  the  Nusantara  Raya  con- 
cept, which  is  built  on  a  vision  of  Islamic 
theocracy  in  Asia,  jemaah  Islamiyah  was 
established  in  1995  and  have  members  in 
Indonesia,  Malaysia,  Singapore,  Brunei  and 
the  Philippines.  The  arrests  in  Singapore 
and  Malaysia  have  also  exposed  the  links 
between  the  groups  operating  in  the 
different  countries.  It  is  reported  that  an 
Indonesian  cleric,  Abu  Bakar  Baasyir,  have 
played  a  key  role  in  guiding  the  terrorist 
cells  in  Singapore  and  Malaysia  {The 
Asian  Wall  Street  Journal,  1 7  January  2002). 
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Malaysia  wants  Indonesia  to  arrest  Abu 
Bakar,  who  is  a  leader  of  the  Mujahideen 
Council  of  Indonesia  (MMI).  Malaysian 
authorities  have  reported  that  Abu  Bakar 
was  in  Afghanistan  in  the  1980s  and  later 
moved  to  Malaysia  where  he  worked 
as  an  Islamic  preacher  until  1999.  Indo- 
nesian authorities  have  argued  that  they 
lack  evidence  to  detain  him.  Abu  Bakar 
himself  denies  being  involved  in  any 
international  terrorist  network,  but  says 
that  he  has  a  "faith  network'.  " 

Pressures  are  mounting  on  Indotiesia  to 
crack  down  on  terrorist  suspects  in  the 
"cdiintryT  Questions  have  been  raised  about 
a1-Qaeda*S'^^eonneetioris  ih  Indbftesia  (Pa- 
reira  2002).  Some  evidences  have  been 
presented.  First,  there  are  the  ruined  remains 
of  a  paramilitary  camp  in  the  jungles  in 
Central  Sulawesi.  Secondly,  on  1  October 
2001  a  15-page  document  in  Arabic  titled 
'Operation  Jihad  in  Asia'  was  discovered 
in  Solo,  Central  Java.  The  document  is  said 
to  contain  detailed  operational  plans  to 
bomb  US  embassies  and  installations  in 
Jakarta,  Singapore  and  Malaysia  in  De- 
cember 2001   and  that  the  plan  was 
ordered  by  Osama  bin  Laden.  Invest- 
igations revealed  that  the  existence  of 
the  document  was  acknowledged  by 
Jemaah  Islamiyah.  However,  they  main- 
tained that  Jemaah  Islamiyah  is  not  an 
official  wing  of  al-Qaeda,  and  that  the 
plan  was  their  own  and  is  based  on  a 
sense  of  Islamic  solidarity. 

Another  important  militant  Islamic  group 
in  Indonesia  is  the  Laskar  Jihad.  It  was  es- 
tablished in  January  2000.  Its  paramilitary 
presence  and  international  connection  with 


Abu  Sayyaf  and  the  Taliban  have  come 
under  closer  scrutiny  only  after  September 
11.  It  has  involved  itself  in  the  conflict  in 
Ambon  in  the  name  of  jihad  (holy  war).  It 
made  no  secret  of  its  ultimate  objective, 
namely  to  transform  all  of  Indonesia  into 
an  Islamic  state.  A  study  by  Schuize  (no 
date)  shows  that  the  group  is  essentially  a 
home-grown  rather  than  an  international 
organization.  "It  is  a  product  of  a  very 
specific  Indonesian  situation  -the  conflict 
in  Ambon-  and  the  Indonesian  govern- 
ment's inability,  to  manage  the  violence. 
Its  emergence  was  the  result  of  the  turmoil 
of  democratic  transition  and  economic 
ct:i>is  w_hich  ^llpwed  for  suppressed  so- 
cial, ethnic,  and  sectarian  conflicts  to 
resurface.  Its  freedom  to  operate  was  pro- 
vided by  the  initial  inertia  of  the  govern- 
ment and  security  forces  misjudgments, 
followed  by  widespread  popular  apathy, 
and  the  political  benefits  of  playing  the 
Islamic  card.'  But  local  terrorists  can  turn 
international  (Dillon  and  Pasicolan  2002). 
Should  Indonesia  be  pressured  to  take  the 
necessary  actions?  Some  external  pressures 
and  assistance  may  be  required,  but  it  is 
important  that  the  Indonesian  government 
could  formulate  its  own  solution. 

A  CONCLUDING  NOTE 

Megawati's  worry  about  a  domestic 
Muslim  backlash  if  she  moves  against  local 
militants  is  likely  going  to  undermine  her 
own  political  survival.  She  should  re- 
cognize that  the  moves  by  these  groups  to 
alter  the  country's  "secular'  Constitution 
to  comply  with  Islamic  law  (Syariah)  are 
not  supported  by  mainstream  Muslim 
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groups.  Her  inaction  on  this  front  could 
jeopardize  the  security  of  the  state.  By 
allowing  Laskar  Jihad,  for  instance,  to  main- 
tain an  illegal  paramilitary  presence,  to 
pursue  a  war  of  religious  cleansing,  and 
to  declare  Syariah  law  in  contravention  of 
the  Indonesian  constitution,  it  has  "success- 
fully undermined  Indonesia's  monopoly  of 
force,  its  constitutional  foundation,  its  ter- 
ritorial control  and,  ultimately,  its  sover- 
eignty' (Schuize  no  date). 

It  iis  not  clear  whether  the  government's 
'soft'  approach  in  dealing  with  this  problem 
will  not  pose  a  threat  to  human  security  in 
the  longer  term.  In  the  near  term,  the  new 
Bill  on  Eradicating  Terrorism,  which  is 
currently  being  prepared  for  submission  to 
the  parliament,  could  be  used  to  justify  re- 
pressive actions  on  the  part  of  the  govern- 
ment. Civil  society  has  successfully  aborted 
the  coming  into  force  of  an  ISA-type  of  Bill 
two  years  ago.  It  is  currently  actively  scrutin- 
izing the  draft  Bill.  How  far  it  will  succeed 
in  influencing  the  drafting  remains  to  be 
seen. 

Of  great  importance  is  the  development 
of  a  capacity  for  greater  precision  on  the 


part  of  the  government  and  its  security  ap- 
paratus in  dealing  with  the  problem.  Given 
the  state  of  state  institutions  in  Indonesia 
today,  this  is  a  tall  order.  However,  regional 
and  international  cooperation  can  help 
create  this  capacity. 
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Terrorism  in  Southeast  Asia: 
How  Real  is  the  Threat? 

Wan  Ahmad  Farid  bin  Wan  Salleb 


IT  IS  no  doubt  our  concern  for  what 
would  definitely  be  the  perpetual  prob- 
lem of  this  millenium-terrorism.  Perhaps 
on"e.  has  to~start  by  defining  what  terror- 
isrfi"  Ts.  T6~some,  terrorism  'is  a"  tactic'  Its" 
purpose  is  to  frighten,  demoralize  and  hurt 
people  and  embarass  their  governments. 
The  people  who  carry  out  these  attacks 
are  not  merceneries  -  but  they  see  them- 
selves as  fighters  -  even  martyrs  -  in  some 
noble  cause. 

Others^  would  pay  attention  to  the 
operative  word  -  that  is  terror.  Terrorists  use 
terror  as  their  weapon.  The  hijacking  and 
crashing  of  aircrafts  create  terror  in  the 
minds  of  people  especially  the  direct  and 
indirect  victims.  The  Abu  Sayyaf  kid- 
nappers inspire  fear  by  beheading  their 
hostages.  Exploding  bombs  in  public  places 
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and  killing  innocent  people  inspire  fear 
and  terror,  and  a  feeling  of  unsafe  any- 
where at  any  time. 

-  However,  no  matter  how  noble  is  the 
cause  or  how  good  the  intention  is,  the 
usage  of  the  act  of  terror  and  inspiring 
fear  on  innocent  civilians  and  children 
can  never  be  condoned  or  forgiven.  He 
may  be  called  freedom  fighter  or  potential 
martyr,  but  the  fact  remains  that  he  is 
still  a  terrorist. 

Having  identified  who  a  terrorist  is,  the 
next  question  would  be  to  ask  how  wide- 
spread is  terrorism  in  Southeast  Asia. 
According  to  a  survey,^  contrary  to  some 
perceptions.  Southeast  Asia  is  not  a  major 
center  of  terrorist  activity  and  terrorist 
activity  has  in  fact  declined  over  the 
years.  In  period  1984  to  1996,  for  instance. 
Southeast  Asia  had  a  total  of  186  inter- 
national terrorist  incidents  compared  to 
2,073  attacks  in  Western  Europe,  1,621  in 
Latin  America,  1,292  in  West  Asia,  and 
362  in  Africa. 
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But  decline  as  it  may,  one  must  not 
overlook  its  potential  danger.  There  are 
disturbing  signals.  Already  there  are  talks 
that  link  al-Qaeda,  the  organization 
■  headed  by  Osama  bin  Laden  with  the 
Abu  Sayyaf  group  in  the  Philippines.  The 
Abu  Sayyaf  group  was  responsible  in  the 
kidnapping  of  21  Western  tourists  and 
Asian  workers  in  a  Malaysian  resort. 

In  Malaysia  groups  that  can  be  called 
terrorist  consist  of  the  al-Maunah  group 

--  and  -the  Kumpulan-Mujahideen  Malaysia. 
(KMM).  The  former's  group  leader,  Mo- 
hamad Amin,  was  recently  convicted  and 
sentenced  to  death  by  the  Malaysian  High 

"  Court  for  coldbloodedly  killrng  two  police- 
men  and  waging  war  against  the  King.^v. 
In  an  immediate  anci  somewhat  emotional 
reaction  to  the  death  sentence,  the  father 
of  one  of  the  victims  had  appealed  to  the 
authority  for  him  to  be  allowed  to  be  pre- 
sence on  the  day  Amin  was  to  be  executed. 

Some  of  the  KMM  leaders  were 
arrested  under  the  preventive  detention 
law  and  the  police  are  still  investigating 
whether  the  group  has  links  with  the  al- 
Qaeda  after  the  recent  discovery  of  an 
al-Qaeda  cell  in  Singapore.  Ja'far  Umar 
Thalib  the  leader  of  Laskar  Jihad,  an  or- 
ganization based  in  Indonesia  has  stated 
thaf*  his  organization  does  have  links  to 
the  Malaysian  KMM. 

In  Indonesia  a  powerful  explosion 
was  detonated  in  Plaza  Atrium  Senen 
shopping  mall  in  Jakarta  in  August,  2001 


Chris  Wilson,  Indonesia  and  Transnational 
Terrorism,  Foreign  Affairs,  Defence  and  Trade 
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and  a  Malaysian  national  was  arrested 
by  the  Indonesian  police.  In  Singapore, 
the  authority  had  recently  announced  that 
it  had  arrested  at  least  13  men  under 
the  preventive  detention  law  who  had 
allegedly  plotted  to  blow  up  the  Amer- 
ican Embassy  there.  The  reports  added 
that  the  men  were  members  of  Jemaah 
Islamiah  which  had  links  with  other 
similar  organizations  in  Malaysia  and  In- 
donesia. One  of  the  men  arrested  is  a 
Malaysian  national. 

The  potential  and  inherent  danger  in 
the  incidents  that  I  have  narrated  earlier 
comes  in  two  forms.  First,  there  is  a  new 
trend  of  transnational  terrorism  within  the 
-region.  In  a  borderless  world  and  global 
village,  terrorism  in  Southeast  Asia  too  has 
gone  beyond  the  national  boundaries. 
Due  to  the  comparatively  porous  nature 
of  the  regional  borders  for  example,  there 
is  a  concern  -real  or  surreal-  that  South- 
east Asia  may  serve  as  either  a  transit 
point  or  even  a  safe  haven  for  interna- 
tional terrorists. 

Second,  the  main  target  of  regional 
terrorism  is  unmistakably  the  United 
States.  Even  before  the  fateful  September 
11  terrorist  attacks  one  study  showed' 
that  in  the  period  1990  to  1996  US  in- 
terests were  targeted  72  times  in  Asia,  far 
outnumbering  the  interest  of  other  countries. 

The  first  inherent  danger  can  be  re- 
duced and  addressed  by  improving  the 
security  competency  of  the  region.  As 
one  commentator  suggested,'  enhancing 
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security  capabilities  goes  beyond  merely 
increasing  firepower.  They  include  meas- 
ures to  improve  morale,  professionalism 
and  discipline  in  the  security  forces  and 
further  develop  intelligence  and  sur- 
veillance capabilities.  It  may  also  include 
enhancing  propaganda  and  psychological 
warfare  capabilities.  The  second  danger 
can  be  more  intricate.  It  is  said  that  the 
future  of  the  world  depends  on  how  the 
struggle  for  two  souls  plays  out.^  The  first 
soul  is  the  "American  one.^The  second  is" 
Islamic. 


The  remedial  action  in  transnational 

 terrorism  within  the-Southeast  Asia  region- 

iKrtr  can  -be  effectively-  taken-  if  there  is  a  - 
serious  effort  by  the  US  to  understand  the 
Muslims  psychology  in  the  region.  They 
should  make  no  mistake.  Southeast  Asia 
is  not  the  Middle  East.  And  Kuala  Lumpur 
is  not  Kabul. 

While  admittedly  in  Malaysia  there  is 
a  political  party  that  purportedly  as- 
pires to  establish  a  so-called  Islamic  state 
within  the  present  constitutional  frame- 
work, generally  speaking  the  demand 
for  moderation  always  prevails.  The  recent 
by-election  in  the  state  of  Perils  [the  first 
ever,  after  the  September  1 1  incidents]  had 
undoubtedly  revealed  a  major  swing  in 
the  votting  pattern.  Political  Islam  ala 
Taliban  has  no  place  in  the  Malaysian 
political  landscape  and  the  ruling  party 
had  won  with  a  bigger  majority  compared 
to  the  last  general  election. 


See;  Yang  Razali  Kassim,  The  War  Against 
Terrorism:  Implications  for  USA,  Singapore  and  South- 
east Asia,  IPS  Forum,  10th  October  2001,  Singapore. 


The  US  government  counter-terrorism 
efforts  can  be  alleviated  by  a  serious 
continuing  effort  to  win  the  hearts  and 
minds  of  the  Muslim  population.  The 
Muslim  countries  such  as  Malaysia,  In- 
donesia and  Brunei  must  be  mobilized 
to  join  in  the  war  against  terrorism. 
The  cooperation  in  the  form  of  intelligence 
sharing  is  not  sufficient  for  such  thing 
would  not  be  known  by  an  ordinary 
Muslim  living  in  Yogyakarta  for  example. 
In  -politics,- just  like  any-other  things  in- 
life,  perception  is  more  important  than  facts. 

The  perception  amongst  the  Muslims 
in  the  region  is  that  the  war  against  terror- 
ism, is  beginning  to  look  more  and  more 
like  a  war  against  the  Muslim  world.  The 
anatomy  of  Huntington's  clash  of  civil- 
ization echoes  explosively  in  the  back- 
ground. President  George  W.  Bush  might 
have  visited  an  Islamic  center  in  Wash- 
ington DC  but  his  catastrophic  usage  of 
the  word  "crusade'  in  describing  the  war 
against  terrorism  did  not  help,  although 
he  later  regretted  it. 

The  first  step  in  trying  to  win  the 
hearts  and  minds  of  the  Muslims  is  to 
stop  equating  Islam  with  terrorism  and 
vice  versa.  Everyone  knows  that  the 
Brighton  bombing  that  nearly  killed  Mrs. 
Margaret  Thatcher  in  1984  was  the  work 
of  the  Irish  Republican  Army.  In  the  most 
chilling  message  yet,  the  IRA  declared 
that  'we  have  to  be  lucky  once,  but  you 
have  to  be  lucky  all  the  time.'  The  IRA 
was  also  responsible  for  the  bombings  of 
Harrod's  departmental  store  in  1983  of 
which  five  people  were  killed  including 
one  American.  But  in  the  aftermath,  we 
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did  not  hear  of  any  Irish-bashing  against 
the  Irish  American  community  by  the  Amer- 
ican public  in  the  US. 

Meanwhile,  the  separatist  Basque  move- 
ment in  Spain  had  assasinated  so  many 
Spanish  political  leaders  including  the 
spokesman  of  the  Popular  party,  Gregorio 
Ordonez  in  1995.  Unlike  the  event  of 
September  1 1  where  Islam  quickly  comes 
into  the  domain,  the  terrorist  incidents  in- 
volving the  ETA  or  the  IRA  are  purely  seen 
"from  terror  point  of"  view  devoid  of  any  • 
religious  overtones  or  undertones. 

They  say  justice  must  not  only  be  done, 

-  but  must  be  seen  to  have  been  done. 

-  The  Muslims=  could-not  understand  why--=^ 
immediately   after-^  every   bombing  or 
hijacking  incident  occurs  in  the  US,  includ- 
ing the  blowing  of  a  government  building 

in  Oklahama,  an  'Islamic  terrorist  group' 
would  automatically  be  the  prime  sus- 
pect. The  fact  that  Timothy  McVeigh  was 
later  convicted  of  the  horrendous  crime 
had  become  insignificant.  The  Muslims 
in  the  region  could  not  understand  why 
while  it  took  less  than  two  months  for 
the  US  to  eliminate  the  Talibans,  the 
Palestinians  were  deprived  of  their  rightful 
homeland  for  generations  without  any 
solution  at  hand. 

To  win  the  hearts  and  minds  of  the 
Muslim  world  would  eventually  margin- 
alize the  Islam  terrorist  groups  such  as 
al-Qaeda,  the  KMM  or  Abu  Sayyaf.  As 
intimated  earlier  closely  linked  to  this  is 
the  Palestinian  issue.  If  only  the  US  could 
make  a  more  serious  effort  in  ensuring 
the  Israeli  government  adhere  to  the  agree- 


ments achieved  at  the  negotiating  table, 
another  cause  of  anger  and  frustration 
amongst  the  Muslim  world  is  removed.  If 
anything  can  be  described  as  the  root 
cause  of  terrorism  in  the  Muslim  world 
it  has  to  be  the  illegal  occupation  of  the 
Palestinian  land.  As  another  commentator 
puts  it,  the  'disappointment  turns  to 
bitterness  and  bitterness  turns  to  hatred'. 
The  rest  can  be  left  to  the  imagination. 

The  US  alone  should  bear  the  respons- 
ibility of  this  war  against  terrorism. -Granted 
it  is  a  global  effort.  But  the  US  being  the 
most  powerful  nation  on  earth  has  the 
necessary  standing  and  military  might 
in  removing  this  so  called  root  cause  of 
terrorism.  Once  the  anti-American  feelings 
in  the  region  is  removed  the  terrorist 
would  loose  the  civilian  support  amongst 
the  Muslim  population.  Transnational  ter- 
rorism could  therefore  be  put  at  bay.  The 
breeding  ground  is  sanitized. 

Other  root  causes  of  terrorism  in  the 
region  must  also  be  addressed.  While  the 
US  feels  it  fit  to  increase  the  military 
spending  in  counter  terorrism  effort,  com- 
paratively little  is  spent  in  the  promotion 
of  human  welfare  in  this  region.  Socio 
economic  development  in  certain  areas 
in  the  region  must  be  intensified.  Poverty 
should  be  eradicated.  A  declaration  of 
war  must  be  made  against  illiteracy.  There 
must  also  be  a  continuing  search  for 
political  solution  in  areas  that  involve  move- 
ments for  autonomy  or  even  independ- 
ence. These  are  the  other  underlying 
problems  that  leave  some  area  susceptible 
to  terrorism.  A  more  aggresive  role  by  the 
US  in  these  sectors  is  anticipated. 
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It  has  been  said  that  the  economic 
crisis  of  1997-1998  had  raised  the  poht- 
ical  temperature  in  the  region.  Some 
countries  in  Southeast  Asia  had  resorted 
to  IMF  for  financial  assistance. .  But  then 
financial  assistance  is  not  a  carte  blanche 
for  the  funder  to  intervene  with  the  dom- 
estic policy  of  the  respective  countries. 
Closely  linked  to  the  financial  assistance 
is  the  issue  of  human  rights.  Such  an 
issue  should  not  be  used  as  a  bargain- 
"ling  chip.  If  the  impact  of  the  economic 
crisis  in  the  region  is  to  nurture  a  new 
breeding  ground  for  ferrorishr  then~ im- 
posing unrelated  terms  and  conditions  in 

 ^return  for  financial  aid  wotrld  definitely 

not  helpr  .^.w..         .  _ 

But  there  is  one  other  issue  that  one 
tends  to  overlook.  It  is  this.  The  recurring 
theme  in  the  Islamic  extremist  organ- 
izations throughout  the  world  is  that  of 
the  leadership  of  the  ulema.  In  essence 
it  means  that  an  Islamic  movement  or 
state  must  be  led  by  an  Islamic  cleric 
who  will  rule  in  accordance  with  the 
theological  settings.  Mullah  Muhamad 
Umar,  the  elusive  leader  of  the  Taliban 
Afghanistan  is  a  classic  manifestation  of 
the  leadership  by  the  ulema.  Whether 
Mullah  Umar  rules  according  to  the  true 
teaching  of  Islam  is  of  course  irrelevant  to 
his  followers  because  the  stress  is  not  in 
the  substance  of  the  leadership,  but  only 
in  its  form. 

But  then  how  could  an  ulema  refuse 
to  surrender  Bin  Laden  knowing  fully 
well  that  his  refusal  would  eventually 
lead  to  the  destruction  of  his  nation,  people 
and  the  killing  of  innocent  children?  Is  it 
not  true  that  a  true  Islamic  leader  should 


always  have  the  welfare  of  his  people  at 
heart  instead  of  the  survival  of  only  one 
man?  Bin  Laden,  being  a  graduate  in  eco- 
nomics from  King  Abdul  Aziz  University 
is  not  even  an  ulema  -  and  the  fact  that 
Umar  is  subservient  to  Bin  Laden  even 
to  the  extent  of  willing  to  sacrifice  his 
own  country  and  people  speaks  volume 
of  the  ulema  leadership. 

To  an  ordinary  moderate  Muslim  from 
Jakarta  to  Kota  Baru  in  the  East  Coast  of 
Peninsula  Malaysia,  the  Taliban  scenario  - 
_of  ulema  leadership  spells  disaster.  The 
ulema  leadership  as  a  concept  in  all  its 
grandeur  has  lost  its  appeal  -  for  when  it 
all  matters,  there  is  no  assertiveness  and 
more  importantly  there  is  a  wrong  sense 
of  priority.  Moderation  prevails  and  even 
the  so-called  Islamic  political  parties 
such  as  PAS  in  Malaysia  would  find  it 
difficult  to  convince  the  electorate  at 
the  next  general  election  of  the  need  to 
set-up  an  Islamic  state  headed  by  an  ulema. 

Of  what  good  is  the  ulema  leadership 
if  it  cannot  defend  the  country?  On  the 
contrary,  wittingly  or  unwittingly  he  has 
destroyed  his  own  country.  Of  what 
good  is  the  ulema  leadership  if  the  in- 
terest of  one  man,  who  is  not  even  an 
ulema,  takes  priority  over  the  welfar^  of 
the  whole  nation?  Of  what  good  is  the 
ulema  leadership  if  it  does  not  have  a 
clear  and  focused  economic  policy  for 
the  benefit  of  the  ummahi 

In  conclusion.  Southeast  Asia  is  not 
the  Middle  East.  As  one  writer  puts  it,^ 
unlike  some  areas  in  the  Middle  East, 
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there  is  widespread  acceptance  of  modern- 
ization and  capitalism  in  Southeast  Asia. 
The  muslim  ladies  wear  headscarf,  but 
at  the  same  time  they  also  wear  designer 
jeans  where  one  could  find  the  latest 
model  of  Nokia  cellular  phone  tucked  in 
their  pockets. 

Notwithstanding  Huntington's  prognosis 
ail  is  not  lost  yet.  And  despite  what 
Kipling  tried  to  assure  us  about  the  east 
and  west,  the  twain  can  actually  meet. 
For  once,  let  us' resist  the  temptation  from 
either  side  to  claim  that  whatever  that 
comes  from  the  West  is  good  and  vice 
versa.  There  can  never  be  everything 
good  "from  the  West  nor' can  there  be 


everything  bad  from  the  East.  There  must 
be  a  continued  discourse  and  interaction 
for  us  to  explore  each  other  and  under- 
stand each  other.  We  have  too  much  to 
learn  from  each  other  without  the  necessity 
and  anxiety  of  proving  the  supremacy 
of  one  over  the  other. 

How  real  then  is  the  threat  of  terrorism 
in  Southeast  Asia?  The  short  answer  to 
that  is  at  the  moment  moderation  still 
prev^ails.  Whether  this  would  continue 
to  be  so  depends  on -how  the  region 
address  the  two  inherent  problems  stated 
earlier.  The  threat  is  capable  of  being  real 
should  they  are  neglected.  The  choice 
is  definitely  ours.  ~ 
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The  bilateral  relationship  between  Indonesia  and  Australia  has 
long  been  taking  place  In  various  areas.  However,  over  five  and  a 
half  decades,  this  relationship  had  its  ups  and  downs.  What 
both  countries  can  do  is  to  co-manage  their  relationship  with  so- 
briety, good  sense  as  well  as  good  will  so  that  mutual  trust 
can  be  maintained  and  each  country  can  figure  positively  and 
strongly  in  the  .security  and  prosperity  of  the  other. 


In  an  attempt  to  maintain  and  strengthen  various  channels  of 
communication  between  Indonesia  and  Australia,  CSIS  in  coop- 
eration with  the  Indonesian  Project  at  the  ANU  held  a  confer- 
ence on  "Indonesia-Australia  Bilateral  Relations"  in  March  2001. 
During  the  conference  various  issues  were  raised  and  discussed. 
The  discussion  was  mainly  focused  on  the  recent  developments  in  the  two  countries  and  how  these  might 
affect  the  relationship.  They  are  then  summarized  in  this  publication. 

The  summary  of  the  discussions  is  organized  into  two  broad  topics:  (1)  Bilateral  Relations  into  the 
21st  Century;  and  (2)  Indonesian  Perspectives  on  the  Bilateral  Relationship.  They  include  issues 
among  others  on  Economic  Developments  in  Indonesia;  Developments  in  Australia;  Trade  Relations 
between  Indonesia  and  Australia;  and.  Future  Relations  between  the  Two  Countries.  This  book  will, 
therefore,  contribute  some  knowledge  to  those  who  are  interested  in  the  study  of  international 
relations,  particularly  in  the  bilateral  relationships  between  Indonesia  and  Australia. 
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Global  Coalition  Against  Terrorism: 
Security  Perpective  and  ASEAN's  Role 
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INTRODUCTION 

HENDERIK  HERTZBERG  wrote  in  the 
New  Yorker  (24  September  J001) 
that  gloBalizatibh  "...  relies  increas- 
ingly on  a  kind  of  trust  -  the  unsentimental 
expectation  that  people,  individually  and 
collectively,  will  behave  more  or  less  in 
their  rational  self  interest.  ...  The  terrorist 
made  use  of  that  trust.  They  rode  the 
flow  of  the  world's  aerial  circulatory  sys- 
tem like  lethal  virus."  Hertzberg's  thoughts 
point  to  the  assumption  that  terrorist  will 
not  retreat  from  globalization  and  that 
they  want  to  become  key  part  of  the 
network  developed  by  the  process  of  global- 
ization. It  is  to  say  that  terrorism  is  deeply 
connected  with  globalization  and  that 
they  will  always  go  for  global  reach  by 
using  technological  tools  of  globalization. 

This  manifests  in  the  terrorist  attack  on 
the  World  Trade  Center  (WTC)  and  the 
Pentagon  on  11  September  2001,  which 
shocked  the  world  and  evoked  indignation 
due  to  the  death  of  so  many  innocent 
people.  The  attack  has  demonstrated  to 
the  world  that  no  place  or  person  Is 
immune  from  terrorist  attack. 


International  organizations,  global  and 
regional,  have  issued  declarations  and  state- 
ments condemning  the  barbaric  attack.  On 
28  September  2001,"  the  United  Nations 
"unanimdusly  passed  a  resolution  com-  - 
pelling  all  the  UN  member  countries  to 
sever  financial  political  and  military  ties 
with  terrorist  groups  and  freeze  their  assests. 

Southeast  Asia  regional  organization 
(ASEAN)  in  its  7th  summit  has  also  issued 
declaration'  on  joint  action  to  counter  ter- 
rorism with  the  view  that  the  act  of  terror- 
ism is  a  profound  threat  to  international 
peace  and  security,  which  requires  con- 
certed actions  to  protect  and  defend  all 
peoples  and  the  peace  and  security  of  the 
world.  The  group  even  rejected  any  at- 
tempt to  link  terrorism  with  any  religion  or 
race. 

This  article  discusses  terrorism  as  a  na- 
tional and  international  security  problem. 
The  discussion  will  also  include  the  re- 
lationship between  terrorism  and  global- 
ization. The  second  part  discusses  inter- 
national responses  to  the  US  attack  on 
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Afghanistan.  The  final  part  analysize  the 
possible  role  ASEAN  might  play  in  the 
global  coalition  against  terrorism. 

TERORRISM  AND  GLOBALIZATION: 
INTERNATIONAL  AND  NATIONAL 
SECURITY  PERSPECTIVE 

People  are  now  witnessing  and  will 
continue  to  witness  the  fact  that  their 
place  of  living  has  been  transformed  into 
one  that  is  subject  to  infiltration  by  both 
hostile  and  cooperative  foreign  elements. 
This  would  mean  that  it  is  sovereignty 
that  is  most  at  the  risk  of  globalization. 
Globalization  does  not  merely  change 
the  external  context  within  which  the 
state  operates,  but  reflects  also  in  the  very 
nature  of  states.^  From  security  perspectives, 
such  a  flow  of  external  forces  that  the 
globalization  brings  will  definitely  impinge 
on  the  way  the  states  and  its  components 
manage  security  (internal  and  external) 
problems. 

It  is  widely  agreed  that  the  global- 
ization process  has  reduced  the  ability  of 
the  states  to  provide  security  to  its  people. 
People  have  the  rigths  for  a  safe  and  secure 
place  of  living,  and  states  must  recognized 
the  fact  that  they  cannot  pursue  their 
security  within  a  unilateralist  framework, 
especially  when  faced  with  cross-border 
type  of  international  threats. 

In  this  era  of  globalization,  the  forms 
of  threat  have  become  diverse,  which  in 


Jean-Marle-Guehenno,  "Globalization  and  frag- 
mentation,' in  Marc  F.  Plattener  and  Aleksander,  ed., 
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turn  has  complicated  the  way  the  states 
should  response  to  them.  Globalization 
has  been  accompanied  by  an  even  greater 
threat  of  transnational  crime.  As  we  begin 
the  2Tst  century  in  an  increasingly 
integrated  and  globalized  world,  it  re- 
mained threatened  by  an  old-aged  form 
of  brutality.  This  force  is  terrorism.  Thus, 
a  more  globalized  and  integrated  world 
will  not  automatically  provide  assurance 
that  international  community  will  enjoy 
a  security.  But  does  that  mean  that  the 
international  community  should  step  back 
_  from  globalization,  because  of  the  added 
risks  of  a  world  threatened  by  terrorism? 

Terrorism,  will  not  stall  globalization, 
and  ft  vtfil  even  feed  the  globalized  world 
with  even  dangerous  materials  of  mass 
destruction.  Globalization  is  facilitatmg 
terrorism  by  making  borders  more  porous, 
information  and  communication  more 
capable  and  less  expensive,  and  move- 
ment of  funds  considerably  easier.  Global- 
ization creates  more  fertile  ground  for 
terrorism  by  exacerbating  ethnic  and 
cultural  conflict. 

Security  at  both  national  and  interna- 
tional levels  is  at  stake.  Advanced  coun- 
tries, such  as  the  United  States,  always 
claimed  that  terrorism  poses  a  major  threat 
to  its  national  security.  Such  a  claim  is  just- 
ified on  the  ground  that  the  US  has  always 
been  the  target  of  international  terrorism. 
With  the  event  of  11  September  2001,  the 
United  States  now  sees  a  national  security 
threat  raised  to  an  unprecedented  level. 
Security  risks  caused  by  terrorists  acts  is 
certainly  not  only  the  concerns  of  the 
United  States,  but  other  members  of  inter- 
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national  community  as  well.  Countries  in 
other  parts  of  the  region,  for  example  in 
Southeast  Asia,  have  also  initiated  policies 
and  strengthen  their  security  against  pos- 
sible threat  of  terorrism. 

What  the  globalized  terrorism  can  bring 
to  bear  on  the  issue  of  security  is  an  aware- 
ness on  the  part  of  members  of  international 
community  not  to  downplay  the  role  of 
state  and  its  components  in  combating  ter- 

: ;  rorism:  As  a-resul.t-pf  WTG  tragedy,  the  - 
practice  of  states  in  the  field  of  security  is 
to  be  reconfigured^  to  take  into  account 
of  the  potentials  for  high  casualties  brought 

T  abourby  the  acts  of  terrorism/ What  is  dis- ■ 
turbiH^' from  a  security  perspective  is  that 
terrorist  attacks  such  as  the  one  on  the 
WTC  building  is  not  necessarily  aimed 
at  achieving  their  particular  political  goals, 
but  rather  have  generalized  goals  of  in- 
flicting materials  that  will  disrupt  the  stab- 
ility of  the  state  and  suffering  on  the  in- 
nocent civilians.  Terrorism  therefore  must 
be  combatted  collectively. 

The  interests  in  combating  terrorism 
should  be  built  upon  a  common  desire 
for  inducing  stability  and  prosperity  that 
terrorism  seeks  to  disrupt.  The  threat  of 
terrorism  has  set  new  security  agenda 
and  create  new  security  problems  for  in- 
ternational community. 

Terrorists  pose  such  an  enormous  threat 
because  they  often  act  from  religious 
and  ideological  point  of  view  than  from 
political  objectives.  This  causes  their  acts 
to  be  more  deadly,  extreme,  unpredictable, 
and  complex.  All  the  undetected  inter- 
national connection,  their  logistic  skills. 


their  illegal  structure,  and  the  possession 
of  sophisticated  product  of  technological 
development  have  made  the  terrorist 
activities  extremely  difficult  to  combat. 

International  community  must  learn 
to  combat  terrorism  in  order  to  promote 
peaceful  relations  and  economic  growth 
within  the  global  society.  The  international 
community  should  act  in  concert  to  curb 
terrorist  global  reach  and  prevent  another 
tragedy  in.  the  future,  caused  by  inhumane 
and  intolareble  terrorist  acts.  To  this  end, 
the  style  of  "unilateralism  should  no  longer 
prevail  and  must  therefore  be  changed. 

fNTtRNATIONAL  RESPONSE  TO^ 
THE  US  STRIKE  ON  AFGHANISTAN 

Prior  to  the  military  strikes,  Washington 
insisted  that  it  would  involve  a  long  mil- 
itary crusade,  backed  by  many  allies  and 
blessed  by  the  United  Nations  Security 
Council.  But  critics  have  questioned 
whether  the  measures  will  be  just  and 
lawful,  rather  than  based  on  superpower's 
self  interest,  and  whether  human  rights 
standard  will  be  met.  The  US  citizens 
loathe  terrorism,  but  most  understand  that 
punitive  and  emergency  measures  may 
continue  the  cycle  of  violence  and  closed 
off  for  democratic  participation  that  offer 
the  best  hope  for  liveable  future.^ 

Preceeded  by  intensive  international 
diplomacy  of  the  United  Stated's  policy 
makers,  and  by  creating  a  sense  of  "either 
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you  with  us  or  with  the  enemy",  the  United 
States  gained  non-conditional  support,  es- 
pecially from  its  Western  allies,  for  establish- 
ing a  global  coalition  of  anti-terrorism.  To 
prevent  further  catastrophic  attack  by  the 
terrorist,  the  United  States  finaly  decided 
to  launch  military  strike  against  Afghan- 
istan on  7  October  2001.  The  air  strike 
began  as  part  of  Bush's  campaign  to  end 
global  terrorism  and  disrupt  the  use  of  Af- 
ghanistan as  a  terrorist  base  for  operation. 

-  Countries  across  the-  world  have  re- 
sponded to  the  United  States  air  attacks 
with  varymg  aftftude,  some  supportwe, 
some  incensed,  and  yet  others  detached. 
It-came  to  no  surprise  that  Britain  re- 
mained staunch  in  its  cooperation  with 
the  United  States,  aclding  military  power 
to  the  first  attacks.  Other  members  of  the 
western  allies  have  also  taken  stand  on 
backing  the  US  action  in  Afghanistan. 

Most  Asian  countries  have  also  been 
pledged  to  back-up.  Pakistan,  given  its 
massive  economic  problems,  has  shown 
particularly  strong  support  for  the  United 
States,  despite  conflict  it  could  find  itself 
in.  japan  has  also  joined  the  coalition  by 
issuing  an  anti  terorist  law.  It  seems  very 
clear  that  because  the  United  States  can- 
not defeat  terrorism  on  its  own,  the  United 
States  has  intended  to  make  the  coalition 
as  its  prime  instrument  to  further  promote 
its  global  interests  in  fighting  those  con- 
sidered to  be  the  "enemy"  of  the  United 
States. 

In  the  region  of  Southeast  Asia,  ASEAN 
collectively  have  also  condemned  the  ter- 
rorist acts.  This  manifests  in  the  declaration 
adopted  by  ASEAN  and  forged  an  agree- 


ment to  coordinate  counter-terrorism  efforts. 
In  spite  of  the  fact  that  the  Declaration 
made  no  mention  of  the  United  States 
military  strike,  the  ASEAN  declaration  is 
a  gesture  of  its  willingness  to  join  inter- 
national efforts  in  combating  terrorism.  The 
United  States  attacks  on  Afghanistan  has 
provided  a  real  test  on  ASEAN  solidarity 
and  cohesiveness. 

However,  one  should  not  ignore  the 
fact  that  the  United  States  invasion  of 
Afghanistan  on  7  October-  2001  had 
caused  a  waves  of  anti-US  by  Muslims 
groups  uncertain  parts  of  the  region.  An 
increasing  number  of  the  region's  more 
conservative  Muslims  are  openly  challeng- 
ing the  stance  of  their  respective  govern- 
ment to  back  the  US  led  international 
military  assault  in  Afghanistan.  In  Indonesia, 
this  is  most  visible  in  some  mosques  all 
over  the  country  in  which  anti-American 
rhetoric  has  become  a  regular  feature 
during  the  sermons.  Some  preachers  have 
even  called  for  a  jihad  (wholy  war). 
In  neighboring  Malaysia,  moderates  have 
likewise  dismissed  calls  for  jihad.  They 
said  an  attack  on  Afghanistan  is  not  an 
attack  against  Islam,  but  aimed  at  find- 
ing the  enemies  of  the  United  States.'* 

The  sentiment  of  anti-US  in  Indonesia 
as  a  result  of  the  US  action  in  Afghanistan 
is  more  directly  related  to  the  realities  of 
local  politics  than,  for  example,  American 
foreign  policy.  Some  even  demanded  to 
freeze  diplomatic  ties  with  the  United  States. 


'''Radicals  drown  out  SE  Asia's  moderate  Mus- 
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In  Indonesia,  the  action  directed  against 
the  American  by  radical  Muslim  groups 
serve  as  a  catharsis  for  their  frustration.^ 
They  rallied  demonstrations,  and  wanted 
Megawati's  government  to  show  hard  stance 
against  the  United  States. 

The  government  then  issued  a  six  point 
statement  on  the  United  States  action  in 
Afghanistan.^  The  statement,  however,  did 
not  adequately  satisfy  the  public  and  the 
anti- American  demonstration  countinued  to 
flood  the  streets.  Megawati,  responding  to 
implicit  and  explicit  pressures  froni  sectrohs 
of  the  local  media,  legislators,  mainstream 
Muslim  groups  and  even  her  Vice  President, 
fmally   spoke  out   and   criticized  the 
bombing  offensives.  She  said,  "No  in- 
dividual, group  or  government  has  the 
right  to  try  to  catch  terrorrist  perpetrators 
by  attacking  the  territory  of  another  coun- 
try." It  was  actually  not  clear  whether 
the  statement  is  directed  at  the  United 
States.  There  was  an  evaluation  that 
Megawati  was  in  very  difficult  situation 
that  she  must  not  follow  the  policy  of  the 
superpower  states  and  that  she  must  also 
consider  the  views  of  Muslim  throughout 
the  world. 

CAN  THE  GLOBAL  ALLIANCE  BE 
SUSTAINED?  THE  ROLE  OF  ASEAN 

An  intra  states  coordination,  especi- 
ally among  the  organizations  of  national 
security  is  nedeed  in  order  to  develop  a 


^jusuf  Wanandi,  'A  global  alliance,'  Asiaweek, 
12  October  2001. 
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strong  line  of  defense  against  perpetrators. 
This  suggests  that,  because  terrorism  is  often 
called  a  "seam"  threat  -  operating  in  the 
seams  between  jurisdiction  and  national 
securitry,  international  cooperation  is  im- 
perative to  cut  off  the  terrorist  network 
and  activities.  A  prudent  approach  by 
international  community  in  combating  ter- 
rorism must  be  taken  into  account  so  that 
a  conflict  of  interests  among  members  of 
the  international  coalition  can  be  avoided. 

Fighting  terrorism  is  an  extremely  diffi- 
cult task  because  of  its  extensive  links  with 
other  elements  of  human  and  country's  life. 
A  strong  committment  by  all  members  of 
the  international  community  to  combat  ter- 
rorism is  imperative  if  the  world  is  to  be 
freed  from  terrorist  threats.  Such  a  commit- 
ment will  need  to  be  followed  by  consist- 
ency in  policies.  Terrorism  is  a  serious  prob- 
lem and  call  for  a  serious  multinational 
response  founded  on  a  clear  and  accurate 
assessment  of  the  facts.  Understandably 
the  United  States  then  sought  for  interna- 
tional cooperation  based  on  its  assessment 
that  without  international  cooperation  the 
United  States  would  not  be  able  to  protect 
its  national  infrastructure  from  the  cyber 
threat. 

It  is  clear  that  the  international  response 
led  by  the  United  States  reflected  the  ori- 
entation in  world  politics  that  multilateral 
diplomacy  will  be  instrumental  in  solving 
international  problems,  such  as  international 
terrorism.  This  would  mean  that  an  agree- 
ment from  traditional  allies  and  former 
enemies,  is  needed  so  as  to  provide  mili- 
tary facilities  and  airspace  to  enhance 
the  credibility  of  the  multilateral  coalition. 
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The  strategy  of  placing  military  solution 
before  political  solution  has  been  criticized. 
The  United  States's  initiative  was  perceived 
as  a  "thin  muiltilateralism"  because  it  does 
not  embody  the  reciprocal  security  commit- 
ments that  normaly  characterise  traditional 
alliances.^  This  suggests  that  the  inter- 
national coalition  will  be  shaked  by  any 
kind  of  disagreement  among  its  members 
on  what  policies  should  be  adopted  to 
maintain  the  cohesiveness  of  the  coalition. 
Others,  say  that  the  .coalitioo  is  unJikely 
to  last  long  once  confronted  with  polit- 
ical and  moral  compromises  of  action 
after  the  first  phase  of  military  operations.^ 

Although  the  coalition  creates  strong 
optimism  on  the  part  of  its  participants, 
constraints,  -from^ithin  and  outside 
the  coalition,  imposed  on  the  international 
coalition-  will  certaintly  restrict  further 
military  operation  and  the  promotion  of  the 
coalition's  long  term  interests. 

Assembling  a  permanen  coalition  for 
combatting  terrorism  is  politically  and  diplo- 
matically difficult.  If  the  United  States  is  to 
lead  the  coalition,  it  has  to  seek  as  much 
diplomatic  support  as  possible  for  any 
action  against  terrorism  it  takes  in  the 
future.  If  something  like  the  WTC  tragedy 
is  to  reoccur  in  the  future,  multilateral 
response  is  necessary,  but  military  solution 
should  not  be  seen  as  the  only  option. 


Christian  Reus-Smit,  -The  Return  of  History  '  in 
Stuart  Harris,  et.  al..  The  Day  The  World  Chariged? 
Terrorism  and  World  Order  (Department  of  Interna- 
tional Relations,  Australian  National  University,  2001). 

^Michael  Clarke,  -War  on  Terrorism.  Unpredic- 
table,- The  World  Today  57,  no.  1 1  (November  2001). 


ASEAN  in  Southeast  Asia  has  also  been 
alarmed  by  the  11th  September  tragedy. 
The  United  States  call  on  combating  ter- 
_    rorism  has  drawn  the  . attention  of  the  mem- 
bers of  ASEAN.  On  the  whole,  ASEAN  has 
condemned  the  terrorist  attacks.  While  the 
attack  has  brought  a  new  level  of  insecurity 
to  the  world,  to  ASEAN  region  and  its  neigh- 
boring country,  it  has  brought  countries  in 
the  region  closer  together  and  injected 
urgency  to  the  collective  effort  to  combat 
terrorism. _AL  the- outset,  ASEAN -seemed 
to  be  in  disagreement  on  the  method  of 
dealing  with  terrorism.  The  cause  of  dis- 
agreement may  have  something  to  do  with 
the  fact  that  three  members  of  ASEAN 
-  countries  --Indonesia,  Mal^aysia,  and  the 
Philippines-  have  been  suspected  as  a 
place  for  Muslim  extremist  activities. 

The  issue  of  terrorism  is  seen  as  a  real 
test  for  ASEAN  solidarity.  However,  the 
enormous  spreading  of  the  terrorist  act- 
ivities and  its  grave  impact  on  the  security 
of  the  states  and  the  region  have  made  the 
members  of  ASEAN  united  in  that  terrorist 
acts  must  be  countered  by  a  joint  efforts. 
At  its  7th  summit,  ASEAN  issues  a  joint 
declaration  on  combating  terrorism,  a 
pledge  that  will  bind  Southeast  Asia  in 
a  global  coalition  against  terrorism.  The 
question  now  is  how  should  such  a  joint 
efforts  be  coordinated  at  the  regional  level. 

ASEAN  seriousness  in  addressing  the 
problem  of  terrorism  reflects  their  prime  con- 
cerns of  the  internal  and  regional  instability 
that  may  be  caused  by  the  acts  of  terrorism. 
The  2001  bilateral  meeting  between  the 
president  of  Indonesia  and  the  Philippines 
reveals  the  wish  of  these  two  countries  to 
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launch  a  pluralistic  agreement  to  combat 
transnational  crimes,  including  terrorism, 
involving  all  five  original  members  of 
ASEAN.  What  they  expect  to  clo  in  such 
agreement  is  to  consolidate  and  close  ranks 
in  enforcing  stricter  border  controls  and  en- 
larging cooperation  on  inteligence  and  in- 
formation sharing.^  ASEAN  efforts  to  step 
up  anti  terrorism  drive  also  manifest  in  the 
press  conference  made  by  Megawati  and 
the  Prime  Minister  of  Thailand/  saying  that 
ASEAN  members  should  exert  concerted 
efforts  in  . fighting.. against  terrorism  in  the 
region  and  that  they  agree  to  share  intelig- 
ence information  in  order  to  rid  the  region 
of  criminal  activities  and"  terrorism. '° 

The  issue  of  terrorism  has  driven  the 
leaders  of  ASEAN  closer  in  their  relation- 
ships. The  issue  is  urgent  in  ASEAN,  given 
that  this  region  has  been  known  to  become 
host  to  local,  regional  and  international 
terrorist  networks.  The  agreement  reached 
by  the  leaders  of  ASEAN  in  fighting  global 
terrorism  should  serve  as  a  strong  found- 
ation to  strengthen  regional  cooperation 
amongts  the  police,  the  inteligence  and 
the  armed  forces.  This  is  perhaps  the  real 
meaning  of  the  region's  contribution  to 
the  international  coalition  against  terrorism. 

From  the  strategic  perspective,  ASEAN 's 
role  in  the  global  coalition  will  not  only 
enhance  ASEAN's  international  standing, 
but  perhaps  also  encourage  the  construct- 


^This  is  the  expectation  of  the  President  of  the 
Philippines  stated  before  the  conference  hosted  by 
the  Indonesian  Chamber  of  Commerce,  November 
2001. 

^°The  Jakarta  Post,  IBJanuari  2002. 


ion  of  more  effective  international  networks 
to  address  concerns  that  acts  of  terrorism 
with  its  horrendous  toll  in  human  lives  and 
material  devastation  are  tearing  at  the  very 
fabric  of  civilized  societies.  ASEAN's  in- 
volvement in  the  global  fight  against  ter- 
rorism confirms  the  evidence  that  the 
source  of  threats  and  acts  of  terrorism 
have  emanated  not  only  from  within  the 
borders  of  a  country,  but  also  are  accross 
border  in  nature.  Hence,  national  efforts 
alone  wiU  not -suffice  unless  accompanied 
by  regional  and  global  endeavors. 

For  ASEAN  to  be  an  effective  actor  and 
factor  in- the  global  coalition,  it  must  pursue 
a-  more  aggressfve  strategy  that  must  go 
beyond  what  it  has  already  stated  in  its 
joint  declation,  namely:  make  no  conces- 
sion to  terrorists  and  strike  no  deals,  bring 
terrorists  to  justice  for  their  crime.  The 
government  of  the  members  countries  of 
ASEAN  must  use  multiple  tools  to  pursue 
such  strategy.  International  diplomacy  is 
an  important  instrument,  both  in  gaining 
support  for  whatever  decision  ASEAN  has 
adopted  with  regard  to  its  anti  terrorism 
policy  and  convincing  the  international 
community  to  condemn  and  outlaw  gregious 
terrorist  practices. 

Statistical  data  show  that  there  are 
more  than  200  million  Muslim  in  Southeast 
Asia.  Three  countries  -Indonesia,  Malaysia 
and  Brunei-  have  Muslim  majorities,  and 
in  the  world  largest  Muslim  nation,  Indo- 
nesia, more  than  170  million  adhere  to 
Islamic  faith.  The  vast  majority  of  these 
people  do  not  support  terrorist  and  are 
not  explicitly  anti-American,  but  these 
countries,  plus  the  Philippines,  provide 
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fertile  ground  for  the  terrorist  groups  to 
find  save  harbor  or  to  develop  regional 
networks  with  international  links.  The 
ASEAN  governments  have  long  been  op- 
posed to  terrorist  groups  and  their  act- 
ivities for  decades.  They  therefore  must 
not  ignored  the  possibility  of  a  direct  for- 
eign military  actions  against  the  terrorist 
groups  in  the  region,  and  were  this  actions 
to  occur,  the  government  of  ASEAN  must 
make  sure  that  such  an  action  be  done  in- 
concert  with  local  counter-terrorism  initi- 
atives. 

if  ASEAN  coalition  of  anti  terrorism  is 
to  be  successful,  it  must  have  at  its  disposal 
the" resources  to  back"  up  and  sustain  re- 
gional inTfiatives  and  convinced  "their  re- 
spective society  that-^regional  efforts  in  era- 
dicating terrorism  is  both  necessary  and  de- 
sireable,  meaning  that  ASEAN  counter- 
terrorrism  strategy  must  have  the  full  and 
unconditional  support  from  the  public.  To 
maintain  its  essential  position  in  the  global 
coalition,  ASEAN  must  strive  to  cooperate 
in  the  following  areas: 

•  counter-terrorism  intelligence-intercept- 
ion, warnings  and  offensive  intelligence; 

•  economic  counter-terrorism  -  blocking 
the  financing  of  terrorist  organization, 
preventing  them  from  raising,  transfering 
and  laundering  money; 

•  political  counter-terrorism  -  recognition 
that  all  terrorist  organizations  have  con- 
crete political  and  ideological  aims.  It 
must  be  made  clear  by  these  organization 
that  the  use  of  terrorism  will  endanger 
their  ultimate  goals; 

•  security-military  counter-terrorism  -  re- 
cognition that  uncompromising  mode  of 


terrorist  acts  will  be  met  by  decisive  mil- 
itary deployment.  Military  force  and 
covert  action  can  often  preempt  or  dis- 
rupt terrorist  attacks; 

•  administrative  counter-terrorism  ~  re- 
cognizing the  need  for  all  relevant 
agencies  in  the  ASEAN  member  countries 
to  use  every  available  means,  including 
the  full  array  of  criminal,  civil  and  ad- 
ministrative sanctions  to  block  or  disrupt 
non-governmental  sources  of  support 

.-  -  for  international  terrorism;  and,  . 

•  technological  counter-terrorism  -  the 
development  of  cooperative  intelligence, 
offensive  and  defensive  counter-terror- 

 ism  technologies. 

What  these  areas  of  cooperation  suggest 
is  that  all  ASEAN  members  countries  must 
declare  and  accept  that  counter-terrorism 
is  the  primary  interest  for  all  states  in  the 
region,  beyond  any  other  economic,  po- 
litical, and  ideological  interest. 

As  indicated  earlier,  the  spirit  of  fight- 
ing terrorism  seem  to  drive  ASEAN  closer 
in  their  interactions,  and  because  the  ter- 
rorist activities  have  serious  repercusion  on 
the  security  of  the  region,  the  issue  of  ter- 
rorism can  then  be  consider  important  in 
shaping  the  future  outcome  of  security  co- 
peration  amongst  ASEAN 's  elements.  It  is 
to  say  that  in  the  global  coalition,  ASEAN 
can  serve  as  a  shaping  actors  which  hope- 
fuly  able  to  influence  the  development  of 
a  global  and  regional  counter-terrorism 
strategy  in  an  interactive  fashion.  But  due 
to  the  corrupt  law  enforcement  institution, 
weak  in  the  judicial  system  and  inadequate 
cooperation,  due  to  the  domestic  problems 
each  ASEAN  countries  has,  ASEAN  will  find 
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it  difficult  to  totally  eliminate  various  cells 
of  terrorist  groups  that  operate  in  the  South- 
east Asia.  It  is  within  this  context  that 
ASEAN  must  recognize  the  complexities  of 
its  "new  fight"  against  global  terrorism  and 
the  pitfalls  that  lie  before  it. 

Because  of  ASEAN's  limited  resources 
and  inherent  difficulties  and  weaknesess, 
ASEAN  must  let  itself  open  for  whatever 
support  the  United  States  might  provide  to 

 enhance  the  credibility  of  the  ASEAN  anti 

terrorism  strategy.  With  requisite  political 
determination,  and  perhaps  also  with  polit- 
ical and  technical  support  from  the  United 

-  States,  "ASEAN  members  countries  should" 
be  able  to  crush  the  terrorist  network,  let 
alone  the  majority  of  indigenous  terrorist 
groups  in  Southeast  Asia  have  limited 
resources  to  expand  their  fight  outside 
their  home  countries.  The  fact  that  ASEAN 
cannot  stand  alone  in  fighting  terrorism 
means  that  the  ASEAN  coalition  needs 
other  countries  from  other  parts  of  the 
world  to  share  information  about  ter- 
rorist activities;  impose  tighter  control  over 
illicit  money,  weapons  and  technology 
flows,  and  pressure  states  that  support 
terrorists. 

ASEAN's  fight  against  international  ter- 
rorism will  be  seen  as  a  serious  business 
only  if  it  has  the  political  will  to  translate 
what  it  has  previously  agreed  into  policy 
actions.  The  challenge  facing  ASEAN  in 
combating  terrorism  is  perhaps  how  to 
rid  the  issues  that  are  likely  to  fracture 
the  regional  coalition.  This  issue  can  be 


in  the  form  of  improper  accusition,  and 
therefore  an  offi  cial  denial  in  an  defensive 
manner,  that  one  country  is  symphatetic 
to,"  or  providing  a  save  heaVen  for,  a 
certain  Muslim  extremist  groups  which 
alledgely  link  to  eminent  Muslim  figures 
outside  or  inside  the  government.  Another 
issue  which  has  the  potentiality  to  fracture 
the  ASEAN  coaliton  to  the  extent  to  which 
the  ASEAN  members  allowed  the  full 
entry  of  foreign  forces  into  the  business 
of  eradicating  local  terrorist  networks  and 
threats  

Establishing  a  coaliton  against  terrorism 
is  by  no  means  easy  as  -it  involves  many 
aspects  of  a  country's  Iife7"s6metiriries  a  sens- 
itive one.  But  a  series  of  discussions  on  ter- 
rorism by  the  leaders  of  ASEAN,  set  off 
by  Megawati's  tour  of  Southeast  Asia,  in- 
dicate a  high  level  of  awareness  among 
the  member  of  ASEAN  that  terrorist  of 
global  reach  must  be  stopped  and  defeated. 
As  a  borderless  crime,  terrorism  by  nature 
is  an  international  problem  that  requires 
solution  with  international  focus.  However, 
for  a  regional  coalition  against  terrorism 
to  succeed,  the  government  of  the  ASEAN 
members  countries  must  be  held  account- 
able for  eliminating  their  local  terrorist 
threats,  and  they  should  mobilize  whatever 
resources  they  have  at  their  disposal  to  in- 
crease the  reach  of  the  region  to  combat 
terrorism  by  for  example  encouraging  re- 
gional security  cooperation,  beginning 
perhaps  with  a  call  on  the  ASEAN  Regional 
Forum  for  a  "special  session"  on  terrorism. 
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Annex  1 


2001  ASEAN  DECLARATION  ON  jOINT  ACTION 
TO  COUNTER  TERRORISM 


We,  the  Heads  of  State/Government  of 
the  Association  of  Southeast  Asian  Nations 
(ASEAN)  gathered  in  Bandar  Sen'  Begawan 
for  the  Seventh  ASEAN  Summit, 

Recalling  the  agreement  among  Heads 
of  State/Government  during  the  Second 
Informal  Summit  in  December  1997  in: 
Kuala  Lumpur  to  take  firm  and  stern 
measures  to  combat  transnational  crime, 

Reaffirming  our  primary  responsibility 
in  ensuring  the  peaceful  and  progressive  - 
development  of  our  respective  countries^, 
and  our  region. 

Deeply  concerned  over  the  formidable 
challenge  posed  by  terrorism  to  regional 
and  international  peace  and  stability  as 
well  as  to  economic  development, 

Underlining  the  importance  of  streng- 
thening regional  and  international  coop- 
eration in  meeting  the  challenges  con- 
fronting us, 

Do  hereby, 

Unequivocally  condemn  in  the  strongest 
terms  the  horrifying  terrorist  attacks  in 
New  York  City,  Washington  DC  and 
Pennsylvania  on  11  September  2001  and 
consider  such  acts  as  an  attack  against 
humanity  and  an  assault  on  all  of  us; 

Extend  our  deepest  sympathy  and 
condolences  to  the  peole  and  Govern- 
ment of  the  United  States  of  America 
and  the  families  of  the  victims  from 
nations  all  around  the  world,  including 
those  of  our  nationals; 


View  acts  of  terrorism  in  all  its  forms 
and  manifestations,  committed  wherever, 
whenever  and  by  whomsoever,  as  a 
profound  threat  to  international  peace  and 
security  which  require  concerted  action 
to  protect  and  defend  all  peoples  and  the 
peace  and  security  of  the  world; 

Reject  any  attempt  to  link  terrorism 
with  any  religion  or  race; 

Believe  terrorism  to  be  a  direct  chal- 
lenge to  the  attainment  of  peace,  pro- 
gres?  and  prosperity  of  ASEAN  and  the 
realization  of  ASEAN  Vision  2020; 

Commit  to  counter,  prevent  and  sup- 
press all  forms  of  terrorist  acts  in  accord- 
ance with  the  Charter  of  the  United 
Nations  and  other  international  law, 
especially  taking  into  account  the  im- 
portance of  all  relevant  UN  resolutions; 

Ensure  that,  in  observing  the  above, 
all  cooperative  efforts  to  combat  terrorism 
at  the  regional  level  shall  consider  joint 
practical  counter-terrorism,  measures,  in 
line  with  specific  circumstances  in  the 
region  and  in  each  member  country; 

Recommit  ourselves  to  pursue  effective 
policies  and  strategies  aimed  at  enhancing 
the  well-being  of  our -people,  which  will 
be  our  national  contribution  in  the  fight 
against  terrorism; 

Note  that,  towards  this  end,  ASEAN 
had  established  a  regional  framework  for 
fighting  transnational  crime  and  adopted 
an  ASEAN  Plan  of  Action  thatoutlines 
a  cohesive  regional  strategy  to  prevent, 
control  and  neutralize  transnational  crime; 
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Approve  fully  the  initiatives  of  the 
Third  ASEAN  Ministers  Meeting  on  Trans- 
national Crime  (AMMTC)  held  in  October 
2001  to  focus  on  terrorism  and  deal 
effectively  with  the  issue  at  all  levels 
and  endorse  the  convening  of  an  Ad  Hoc 
Experts  Group  Meeting  and  special  ses- 
sions of  the  SOMTC  and  AMMTC  that 
will  focus  on  terrorism; 

Warmly  welcome  Malaysia's  offer  to 
host  the  Special  AMMTC  on  issues  of  ter- 
rorism in  Apnl  2002.  This  meeting  would 
represent  a  significant  step  by  ASEAN"  to 
the  United  Nation's  call  to  enhance  coor- 
diriation  of  national,  sub-regional  and  in- 
ternational efforts  to  strengthen  a  global 
response  to  this  serious  challenge  and  threat 
to  international  security; 

In  strer)gthening  further  ASEAN's 
counter-terrorism  efforts,  we  task  our 
Ministers  concerned  to  follow-up  on  the 
implementation  of  this  declaration  to 
advance  ASEAN's  efforts  to  fight  terror- 
ism by  undertaking  the  following  add- 
itional practical  measures, 

1.  Review  and  strengthen  our  national 
mechanism  to  combat  terrorism; 

2.  Call  for  the  early/ratification  of  our 
accession  to  all  relevant  anti-terror- 
ist conventions  including  the  Inter- 
national Convention  for  the  Suppres- 
sion of  the  Financing  or  Terrorism; 

3.  Deepen  cooperation  among  our  front- 
line law  enforcement  agencies  in 
combating  terrorism  and  sharing 
*best  practices'; 

4.  Study  relevant  international  con- 
ventions on  terrorism  with  the  view 
to  integrating  them  with  ASEAN 
mechanism  on  combating  inter- 
national terrorism; 

5.  Enhance  information/intelligence  ex- 
change to  facilitate  the  flow  of  inform- 
ation, in  particular,  on  terrorists  and 


terrorist  organizations,  their  movement 
and  funding,  and  any  other  information 
needed  to  protect  lives,  property  and 
the  security  of  all  modes  of  travel; 

6.  Strengthen  existing  cooperation  and 
coordination  between  the  AMMTC 
and  other  relevant  ASEAN  bodies  in 
countering,  preventing  and  suppressing 
all  forms  of  terrorists  acts.  Particular 
attention  would  be  paid  to  finding 
ways  to  combat  terrorist  organizations, 
support  infrastructure  and  funding  and 
bringing  the  pefpetfators  te  Justice; 

7.  Develop  regional  capacity  building 
programmes  to  enhance  existing  cap- 
abilities of  ASEAN  member  countries 
ta  investigate,  detect,  monitor  and 
report  on  terrorist  acts; 

8.  Discuss  and  explore  practical  ideas 
■  and  initiatives  to  increase  ASEAN's 

role  in  and  involvement  with  the 
international  community  including 
extra-regional  partners  within  existing 
frameworks  such  as  the  ASEAN  +  3, 
the  ASEAN  Dialogues  Partners  and 
the  ASEAN  Regional  Forum  (ARE),  to 
make  the  fight  against  terrorism  a 
truly  regional  and  global  endeavour; 

9.  Strengthen  cooperation  at  bilateral,  re- 
gional and  international  levels  in  com- 
bating terrorism  in  a  comprehensive 
manner  and  affirm  that  at  the  interna- 
tional level  the  United  Nations  should 
play  a  major  role  in  this  regard. 

We,  the  Leaders  of  ASEAN,  pledge  to 
remain  seized  with  the  matter,  and  call 
on  other  regions  and  countries  to  work 
with  ASEAN  in  the  global  struggle 
against  terrorism. 

Adopted  this  Fifth  Day  of  November 
2001  in  Bandar  Seri  Begawan,  Brunei 
Darussalam. 

Source:  ASEAN  Secretariat,  Jakarta. 
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Annex  2 


STATEMENT  BY  THE  GOVERNMENT  OF  INDONESIA 
ON  THE  UNITED  STATES  MILITARY  ACTION 
IN  AFGHANISTAN 


The  government  of  Indonesia  fol- 
lows with  deep  concern  that  military 
action  has  been  taken  place  in  Afghan- 
istan following  terrorist  attacks  on  11 
September  2001  in  New  York  and  Wash- 
ington DC. 

The  government  of  Indonesia  takes 
notfes  of  the  statement  made  by  the  US 
government  that  the  military  action 
is„specifically  targeted  toward  terrorist 
camps  and  military  instalation  in  Afghan- 
istan and  the  operation  would  try  to 
avoid  civilian  casualties  and  that  it 
is  not  directed  against  the  Afghanistan 
people  and  the  Islamic  ummah,  and 
will  be  coupled  with  the  delivery  of 
humanitarian  assistance  to  the  Afghan- 
istan people  in  the  form  of  food  and 
medicine. 

The  government  of  Indonesia  urges 
that  the  operation  which  has  taken 
place  shall  be  truly  very  limited  in 
terms  of  force  deployment,  its  target 
and  duration  and  therefore  reducing 
or  minimizing  casualties  of  innocent 
people. 


The  government  of  Indonesia  reiterates 
its  demand  to  the  United  Nations  Security 
Council,  consistent  with  its  authority  and 
responsibility  to  maintain  international 
peace  and  security,  to  restore  the  situ- 
ation and  take  charge  of  the  humanitarian 
aspects  resulting  from  the  conflict  situ- 
ation in  Afghanistan. 

The  government  of  Indonesia  calls  for 
the  Indonesian  people  not  to  overreact 
in  expressing  their  reaction  and  sympathy 
towards  the"  suffering  of  the  Afghanistan 
people  and  to  engage  in  activities  that 
violating  the  laws  and  may  disturb  security 
and  public  order. 

The  government  of  Indonesia  has  de- 
cided to  provide  and  generate  humanit- 
arian assistance  in  the  form  of  food  and 
medicine  and  encourage  the  participation 
of  the  Indonesian  people  as  demonstration 
of  sympathy  to  alleviate  the  suffering  of 
the  Afghanistan  people  that  has  lasted 
for  25  years. 

Source:   Department  for  Foreign  Affairs 
Rl,  Jakarta. 
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INTRODUCTION 


S OMETHING  crucial  for  the  world 
had  taken  place  on  26  June  2000 
when  the  four  international  organ- 
izations jointly  launched  'A  better  World 
for  All*  report.  The  occurrence  is  so  crucial 
for  the  developing  and  developed  World 
alike  as  it  serves  as  bridge  head  for  either 
a  better  future  where  all  nations  participate 
and  attain  the  benefits  or  a  macabre  World 
where  the  strong  will  become  stronger 
and  weak  nations  left  on  their  own  on 
plying  on  the  fringes.  Included  in  the  four 
organizations  were  the  UN  (United  Nations 
Organizations);  OECD  (Organization  for 
Economic  Cooperation  and  Development); 
IBRD  (International  Bank  for  Reconstruction 
and  Development);  and  the  IMF  (Interna- 
tional Monetary  Fund).  The  report's  main 
theme  was  the  issue  of  poverty  alleviation 
and  eventual  eradication.  Focusing  on  the 
fate  of  1.2  billion  people  all  over  the 
World  with  less  than  $1.2  a  day  plus  an 
additional  1.6  billion  living  on  less  than 
$2  a  day,  the  report  addresses  several 
aspects  of  poverty  through  seven  "mutually 
reinforcing  goals.'  The  goals  encompassed: 


.-  •  Inducing  the  proportion  of  people  living 
in  extreme  poverty  by  2015; 

.  *  enrolling  all  children  in  primary  school 
by  2015; 

•  making  progress  towards  gender  equality 
and  empowering  women  by  eliminating 
gender  disparities  in  primary  and  sec- 
ondary education  by  2005; 

•  reducing  infant  and  child  mortality  rates 
by  two-thirds  by  2015; 

•  reducing  maternal  mortality  ratios  by 
three-quarters  by  2015; 

•  providing  access  for  ail  who  need  re- 
productive health  services  by  2015;  and 

•  implementing  national  strategies  for  sus- 
tainable development  by  2005  so  as  to 
reverse  the  loss  of  environmental  re- 
sources by  2015. 

The  report  came  at  a  time  when  despite 
increases  in  income  in  the  1990s,  which 
saw  some  reductions  in  poverty  especially 
in  East  Asia,  there  were  areas  of  the  World 
which  hardly  registered  any  significant 
improvement  on  any  aspects  of  develop- 
ment, mainly  due  to  either  lack  of  grovk^h 
such  as  Sub-Saharan  Africa  or  repulsively 
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pervasive  high  income  inequality  in  the  case 
of  Latin  America. 

Moreover,  one  of  the  main  means  of 
poverty  reduction  available  to  the  poor, 
education,  though  registered  rising  enroll- 
ment rates,  indications  were  abound  that 
more  than  100  million  school-age  children 
will  be  out  of  school  in  2015,  if  the  pre- 
vailing schooling  rate  was  not  accelerated. 
It  was  and  still  is  an  established  fact  that 
the  schooling  among  girls  lagged,  and  still 
-does,  that  of  boys  in  many  developing 
countries.  This  gap  had  to  be  bridged  if 
at  all  efforts  at  reducing  gender  disparities 
were  to  bear  any  fruit.  High  infant  and 
child  mortality  rates  constitute  a  significant 
hurdle  to  efforts- toward- ensuring  the  avail- 
ability of  school-goTng  children  of  both 
genders.  As  the  report  poignantly  put  it, 
'for  every  country  that  cut  infant  and 
under-5  child  mortality  rates  fast  enough 
to  reach  the  goal,  10  lagged  behind  - 
and  another  one  moved  backwards, 
often  because  of  HiV-AIDS.'  It  was  thus 
felt  necessary  to  enhance  the  drive  in  the 
direction  of  infant  and  child  mortality 
reduction  by  putting  the  issue  into  the  lime- 
light for  all  countries  all  over  the  World. 

The  slow  rise  in  the  proportion  of 
births  attended  to  by  skilled  personnel  in 
the  1990s  meant  that  not  much  headway 
was  made  into  reduction  in  the  more  than 
a  half  million  maternal  deaths  occurring 
each  year.  It  was  therefore  deemed  per- 
tinent that  the  issue  of  increasing  the  number 
of  skilled  personnel  during  pregnancy  and 
delivery  be  accorded  more  attention  since 
by  saving  many  a  mother  and  infant,  gives 
some  shot-in-the-arm  in  attempts  at  achiev- 


ing a  "better  world  for  all".  Surely,  the  goal 
of  poverty-reduction  can  hardly  be  at- 
tained without  putting  brakes  on  runaway 
birth  rate  prevalent  in  poor  countries.  Thus, 
by  increasing  access  to  reproductive  health 
service  much  headway  will  be  made  in  en- 
couraging parents  to  seriously  consider 
planning  their  families. 

Putting  in  place  sustainable  growth  and 
development  with  an  environmental  touch 
was  quite  a  challenging  and  ambitious  goal 
-of  all,  judging  by  both -the  powers  enshrined  ^ 
in  the  United  Nations  over  its  members  and 
the  divergence  of  development  of  the  more 
200  members  states.  That  is  not  to  say  the 
goal  was  not  desirable.-  It  was  even  far  from  - 
it.  Reducing  the  million  of  hectares  of  rain 
forests  burnt  or  cut  in  Brazil  and  Indonesia, 
for  example,  should  save  the  World  from 
warmer  temperatures,  inundations  of  low 
lying  areas  such  as  the  Maldives,  and 
Nauru  Islands.  Of  course,  that  is  in  addition 
to  providing  purer  air  to  inhale  for  the 
present  and  future  generations.  Moreover, 
slight  cutbacks  in  industrial  emissions  from 
developed  nations  should  reduce  the  rate 
of  land  dereliction  mitigate  global  warming. 

Yet  so  far  the  situation  has  barely 
changed.  One  could  even  add,  it  is  gloomier 
and  bleaker.  It  is  not  appropriate  to  write 
off  goals  that  were  set  just  a  year  and  half 
again,  ago.  Nonetheless,  closer  scrutiny  at 
the  institutional  framework  that  is  supposed 
to  lead  the  World  from  the  undesired  re- 
pulsive present  to  a  progressive  tomorrow 
equips  us  with  the  means  to  make  judge- 
ments, proactively,  though  this  may  be,  on 
the  possibilities  as  well  as  limitations  of 
success  or  otherwise.  Undeniably,  since  the 
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goals  were  set,  more  millions  have  lost  jobs 
in  developed  and  developing  countries  un- 
dermining their  ability  as  breadwinners. 
This  increases  the  reluctance  even  inability 
of  the  developed  putting  aside  part  of  their 
GNP  to  d  rive  their  developing  brethrens 
out  of  the  economic  mire.  The  level  of 
official  development  assistance  is  on  the 
downward  spiral,  thanks  to  the  10-year 
economic  downturn  facing  the  second 
largest  World  economy  Japan,  the  seven 
month  j-ecession -in -the- United. States,  down- 
turn and  not  altogether  better  prospects 
in  the  15"  member- European  Union. 

The  goals  set  by  the  four  organizations 
reflected  the  serious  concerns  shown  by 
the  international  community  about  poverty 
as  an  issue  that  must  be  alleviated  even 
eradicated,  in  order  to  make  the  world 
fairer  and  just  to  all  mankind.  This  is  con- 
sidered possible  only  if 

•  the  dignity  of  many  in  despair  is  to  be 
restored; 

•  the  provision  of  shelter  for  ill-housed 
millions  is  realized; 

•  the  political  and  economic  empower- 
ment of  the  effectively  disenfranchised 
millions,  currently  serving  as  mere  pawns 
in  other  peoples'  political  game,  is  en- 
acted; 

•  the  provision  of  education  to  the  ignor- 
ant  and  gullible  millions  equipping  them 
with  the  capacity  to  make  decision  on 
their  own,  becomes  an  inalienable  right; 

•  availing  sufficient  health  care  for  the 
malnourished  as  well  as  ensuring  regular 
income  for  many  destitute  forced  to  de- 
pend on  elements  of  nature  for  a  living, 
for  no  fault  of  their  own,  is  made  con- 
crete. 


The  goals  are  indeed  noble  and  sound, 
for  without  goals  it  is  hard  to  direct  efforts 
let  alone  mobilize  resources  without 
an  underlying  theme  the  accomplishment 
of  which  galvanizes  the  body  politic  and 
institutional  framework.  Yet  appealing  and 
focused  though  they  may  be,  implement- 
ing them  is  truly  another  thing  altogether. 
Being  set  by  international  organizations, 
the  goals  -as  stated  in  the  report-  "... 
cannot  be  imposed,  rather  must  be  em- 

-  braced.- Each  country  must  identify  its  own 
particular  goals,  its  path  to  development, 

rand  make  its  own  commitment  through 
dialogue  with  its  citizens'. 

Additionally,  both  technical  and  finan- 
cial supports  have  to  be  made  "  available  by 
the  international  community  to  aid  the  ef- 
fort. It  is  thus  expected  that  high  income 
countries  have  to  take  an  extra  mile  by 
allocating  a  little  more  of  their  wealth  to 
the  poor  countries  if  the  better  World  for 
all  is  to  be  realized.  In  that  light,  therefore, 
the  performance  of  multinational  agencies 
(OECD,  World  Bank,  International  Monetary 
Fund,  the  United  Nations  and  affiliated 
organizations)  will  determine  whether  the 
well  laid  out  goals  will  be  translated  into 
concrete  actions.  It  is  deemed  pertinent  to 
explore  the  issue  of  the  United  Nations 
track  record  by  focusing  on  some  key 
special  agencies  in  the  United  Nations 
system,  after  all  three  out  of  the  four 
signatories  of  the  2000  Report  on  'A  bet- 
ter world  for  all'  -i.e.,  the  United  Nations, 
The  World  Bank,  and  IMF-  belong  to  the 
UN  system,  while  the  fourth  signatory  -i.e., 
the  OECD-  though  not  directly  under  the 
United  Nations  umbrella  usually  works 
in  association  with  United  Nations.  There 
is  an  underlying  notion  that  the  noble  goals 
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can  only  be  attained  by  a  nobly  perform- 
ing United  Nations  system,  which  sets  the 
course  for  the  article's  research  questions: 
Is  restructuring  the  UN  system  necessary? 
Arid  if  so,  which  components  of  the  sys- 
tem should  undergo  fundamental  restructur- 
ing? Or,  is  there  any  evidence  pointing  in 
the  way  of  nations  developing  and  imple- 
menting national  sustainable  development 
strategies  with  clear-cut  environmental 
goals,  which  would  have  made  dents  into 
poverty. 

Little  wonder  calls  for  a  new  trans- 
formed United  Nations  have  picked  pace 
by  the  turn  of  the  last  century  and  ap- 
parently, the  beginning,  of  the_„new  o_ne, 
taking  on  such  an  unremitting  intensity 
signaling  the  need^or  change.  This  paper 
tries  to  identify  the  causes  for  calls  for  re- 
forms in  the  UN  system;  it  also  addresses 
the  emergence  into  prominence  of  UN 
with  in-depth  into  the  functions  of  key 
its  key  agencies.  An  attempt  is  also  made 
to  identify  cause  for  UN's  inability  to 
rid  the  world  of  abject  poverty  along 
with  suggestions  on  areas  where  reform  is 
needed. 

THE  BACKDROP  OF  THE  GROWING 
DEMAND  FOR  RESTRUCTURING 
THE  UNITED  NATIONS 

The  motivations  for  such  calls  seem  to 
be  as  diverse  as  one  would  expect  of  a 
body  representing  well  over  200  nations 
large  and  small,  rich  and  poor,  developed 
and  developing,  communist  and  capitalist, 
monarchies  and  republics  all  over  the 
World.  It  should  not  be  out  of  order  to 
delve  into  some  of  the  factors  serving  as 
drivers  to  prepare  the  ground  for  "take-off' 


into  the  fuzzy  essence  of  the  issue  -  the 
merits  and  otherwise  of  the  prospective 
candidates  for  new  seats  once  such  re- 
forms as  championed  for,  are  made.  Para- 
doxically, calls  for  UN  reforms  had  their 
origin  from  two  members  of  the  UN  secret- 
ary council  ~  i.e.,  the  United  States  and 
United  Kingdom.  The  United  States  and 
Britain  were  under  conservative  govern- 
ments with  Ronald  Reagan  and  Margaret 
Thatcher  respectively  at  the  helm,  pushed 
for  changes  in   UN  bodies  especially 
UNESCO  purporting  rampant  inefficiency 
as  its  root  cause.  Cutbacks  on  annual 
contributions  were  made  by  the  two  coun- 
tries, culminating  into  the  withdrawal, 
temporarily  as  it  turned  out,  from  member-    ■  ■ 
ship  until  reforms  to  enhance  efficiency    -  ■ 
were  instituted.  Yet  the  almost  virtual 
incapacitation  of  the  United  Nations  by 
the  United  States  and  British  move  drove 
home  the  message  to  other  members  that 
the  United  Nations  as  it  stood  perhaps 
relied  so  unhealthily  on  fewer  shoulders 
for  its  own  good.  It  should  be  noted  that 
the  call  for  UNESCO  over-hauled  by  the 
two  countries  was  not  regarded  in  the 
same  light  by  the  developing  countries. 
This  arose  from  the  fact  that  it  was  the 
only  UN  agency  under  the  stewardship 
of  a  personality  from  the  developing 
World  whose  political  inclination  fell 
short  of  the  US  and  UK's  liking.  Hence- 
forth, soul  searching  begun  in  earnest 
enkindling  the  current  phase  of  call  for 
reforms. 

Unlike  previous  episodes,  however,  calls 
for  changes  go  far  deeper  than  just  im- 
proving efficiency  to  the  total  revamping 
the  UN  system.  The  very  structure  of  the 
United  Nations  body  is  under  fire,  driven 
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partially  by  the  undeniable  feeling  that 
it  is  only  by  restructuring  the  system  that 
economic,  social,  geopolitical  developments 
that  have  swept  the " World  si^ce  the  end 
of  the  second  World  war  will  be  put  into 
pertinent  and  proper  perspective  for  the 
benefit  of  mankind. 

FROM  OBLIVION  TO  PROMINENCE: 
THE  UN  HISTORY  AND  CRUCIAL 
ROLES  IN  TODAY'S  WORLD 

The  United  Nations  system  is  an  interna- 
"~  tional  body  that  ensures  the  maintenance 
of  world  peace  and  order  and  the  re- 
-- -  establishment  of- semblance  of  sanity  in- 
  areas- where  "the -darkness  ,  of  manJ^s  hearts- 
drive  man  into  fierce  battles  and  wars,  both 
with  in  and  outside  national  borders. 
Through  its  affiliated  agencies  it  is  meant  to: 

•  encourage  development  in  health,  edu- 
cation, trade,  agriculture,  industry, 
through  WHO,  UNESCO,  UNCTAD, 
FAO  FAD,  and  UNIDO'  respectively; 

•  ensure  safe  and  clean  environment, 
through  UNEP; 

•  bring  solace  to  war-and-conflict  dis- 
located peoples,  and  assist  countries  man- 
age their  populations  through  UNHCR, 
WFP,  UNDRO,  and  UNFPA; 

•  prevent  the  proliferation  nuclear  energy 
and  the  attendant  weapons  through 
IAEA;  prevent  the  trade  and  trafficking 
in  drugs  through  UNDCP; 

•  ensure  the  development  of  standards 
and  guidelines  on  telecommunications 
through  ITU; 


See  Appendix  of  this  article  for  all  the  abbrevi- 
ation of  the  UN  agencies  cited  here. 


•  coordinate  the  national  mail  services 
through  UPU; 

•  develop  guideline  on  national  and  inter- 
national maritime  policy  through  IMO; 

•  coordinate  information  on  weather  and 
climate  issues  through  World  meteoro- 
logical organization  WMO;  and, 

•  provide  multi-faceted  expert  advice  on 
national  development  policies  through 
united  national  development  program 
UNDP. 

The  UN  system  is  also  entrusted  with 
the  task  -of  fostering  development  by  mobil- 
izing funds,  which  are  then  lent  on  long- 
term  basis  to  the -needy  countries  through 
the  international-bank  -for  reconstruction 
and  development  IBRD.  For  countries  in 
danger  of  macroeconomic  collapse  the 
UN  provides  expert  technical  assistance 
on  macroeconomic  management  as  well 
as  providing  short-term  loans  to  induce 
stability  through  its  renowned  International 
monetary  fund  IMF.  Yet  this  is  just  the  tip 
of  the  iceberg  of  the  immense  role  played 
by  the  United  Nations  body.  The  essence 
of  the  foregoing  is  to  indicate  the  import- 
ance the  UN  has  in  the  World  today, 
which  is  one  reason  why  eyebrows  are 
raised  whenever  indications  of  emerging 
"disproportionate'   influence  by  some 
member  countries  are  discerned.  It  is 
on  that  line  of  argument  that  takes  this 
discussion  to  the  factors  responsible  for 
calls  for  changes  in  not  only  the  United 
Nations  administration  but  the  very  core 
of  the  UN  system  itself.  The  birth  of  the 
United  Nations  is  traceable  to  the  end 
of  the  Second  World  War.  Nonetheless, 
the  mechanisms  established  owed  much 
to  attempts  at  plugging  the  loop-holes 
as   well   as   making   anticipations  for 
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future  occurences,  absence  of  which 
had  led  to  utter  failure  of  the  League  of 
Nations,  its  predecessor. 

-One  of  .  the  most  devastating  blows  ,  to 
the  League  of  Nations  was  the  non-acces- 
sion of  the  United  States  of  America  as 
a  member  despite  the  fundamental  role 
played  by  Woodrow  Wilson  the  then  US 
President.  Woodrow  Wilson's  fourteen 
points  that  idealized       a  general  associ- 
ation of  nations,  formed  under  specific 
covenants  for  the  purpose  of  affording 
mutual  guarantees  of  political  independ- 
ence and  territoriaLintegrity  of  great 
and  small  states  alike*  (Weber  1995).  It 
is  on  the  ..basis  of_  Wood-row's .  ideas  that 
.  _     a  League  of  Nations  was  .formed.,  and ;  no 
wonder  the  failure.^of  his  country's  ac- 
cession to  the  league,  wrote  an  epitaph 
on  the  League  of  Nations  existence.  Ab- 
sence of  the  strongest  power  that  had 
helped  the  Allies  win  the  war  meant  that 
the  mechanism  put  in  place  to  enforce 
the  provisions  of  the  League's  were  lost.  So 
was  the  funding  essential  for  such  causes 
since  US  had  become  the  largest  creditor 
nation  in  the  after  math  of  the  Second 
World  War.  This  meant  that  though  the 
key  powers  in  the  ally  system  that  helped 
to  crush  the  Germans,  Austrians,  and 
Turks,  United  states  absence  heralded  the 
difficulty  of  making  the  organization  more 
effective  than  an  odd  assortment  of  nations 
pursuing  divergent  and  opposing  objectives, 
some  times  ready  to  fling  at  each  others 
throats. 

Moreover,  the  fact  that  overall  the 
League  of  Nations  did  not  include  the  pro- 
hibition of  war  along  with  other  violent 
actions  such  as  reprisals,  intervention  and 


blockades,  and  actions  of  self  help,  meant 
that  saber-rattling  countries  were  left  with 
many  safety  values  to  exploit,  which 
explains  the  high  frequency  of  skirmishes 
rampant  during  the  League's  short  exist- 
ence. With  many  war  skirmishes  abound, 
without  sufficient  means  to  counter  them 
left  the  League  of  Nations  an  empty 
shell,  a  paper  tiger  sounds  more  apt. 
Using  sanctions  as  the  core  of  its  arsenal 
in  its  efforts  to  prevent  war,  the  League 
of  Nations  sanctions  were  supposed  to 
be-  imposed  on -a  member  that  resorted 
to  war  in  violation  of  the  articles  of  the 
covenant.  These  sanctions  took  the  form 
of  boycotts  against  trade  and  financial  re- 
lations with  the  belligerent -state,  and 
military  actions  could  even  be  under  taken 
if  the  council  recommended  them.  Yet,  it 
was  difficult  to  secure  the  involvement  of 
all  members  in  effecting  the  sanctions  with 
United  States  and  the  defeated  states  out- 
side the  league  system. 

While  United  States  inclusion  would 
have  ensured  some  compelling  force 
that  would  have  united  the  cacophony 
of  states  along  with   some  enforcing 
machinery  in  case  of  skirmishes,  the  ex- 
clusion of  the  defeated  rogue  and  re- 
calcitrant states  with  pent-up  anger  over 
their  humiliation,  could  point  to  one  thing 
-  that  future  wars  were  inevitable  and 
the  League  a  mere  superfluous  body  to 
be  flouted.  This  in  the  main  arose  from  the 
fact  that  adhering  to  the  Leagues'  man- 
date was  voluntary.  Apparently  the  drafters 
of  the  League  of  Nations  terms  were 
overwhelmed  by  idealism,  hoping  against 
hope  that  all  countries  after  such  dreadful 
and  devastating  war  wanted  nothing  other 
than  peace. 
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One  of  its  potent  weapons  against 
saber  rattlers  was  the  use  of  sanctions. 
However,  sanctions  without  the  force  and 
means  to  enforce  them  turned  out  to  be 
ineffective,  which  sent  signals  to  belligerent 
states  that  there  was  hardly  any  impedi- 
ment in  their  way  to  launch  new  forays 
into  their  neighbor's  territories.  The  League 
did  not  have  any  supranational  presence 
beyond  its  council  and  assembly  to  deal 
with  disturbers  of  peace,  which  hiade 
enforcing  Its" rulings  hard  to  come  by. 

Yet  the  rnaih  weakness  of  the  League  of 
Nations  arose  from  the  fact  that  its  "de- 
cisions botiv  in  the  council  and  assembly 
had  to  pass  unanimously  unless  covenant 
peace  treaties  prescribed  another  procedure' 
(Weber  1995).  This  meant  that  all  coun- 
tries, large  and  small,  had  equal  respons- 
ibilities for  the  maintenance  of  World 
peace.  It  is  not  surprising  delay  in  reaching 
any  decision  was  inbuilt  in  the  League  of 
Nations'  decision  making  mechanism,  which 
explains  why  there  is  rarely  any  decision 
on  anything  in  the  course  of  its  existence. 

It  is  in  order  to  avoid  the  recurrence  of 
the  League  of  Nations  stillbirth  that  the 
United  Nations  system  was  modified  to 
suit  the  realities  of  the  time  as  well  as  leave 
some  room  for  unanticipated  occurrences. 
The  United  Nations  system  comprises  of 
the  United  Nations  and  its  subcomponents 
plus  its  specialized  agencies.  The  latter 
agencies  are  decentralized  agencies  carry- 
ing out  operations  and  functions,  most  of 
which  report  to  the  general  assembly 
through  ECOSOC  with  the  exception  of 
UNRWA  and  UNITAR  which  reports 
directly  to  the  Secretary  General.  Decisions 


are  taken  in  the  general  assembly  on  a 
three-thirds  majority  but  must  be  approved 
by  the  security  council  of  15  members,  five 
of  which  are  permanent  and  have  the  right 
to  veto,  while  the  remaining  10  are  selected 
from  other  UN  members  on  a  two-year 
rotation  basis. 

The  United  Nations  system,  which  accord- 
ing to  Hufner  (1995)  is  'the  totality  of  the 
United  Nations  and  its  subcomponents  as 
well  as  specialized  agencies',  has  contrib- 
uted much  to  the  economic  and  social 
development  of  many  countries..  Through, 
the  World  Bank,  one  of  the  UN  special- 
ized agencies,  whose  tasks  include:  the 
encouragement  of  collaboration  and  mutual 
development;  development  of  production 
facilities  in  less  developed  countries;  pro- 
motion of  private  foreign  investment  activity 
through  guarantees  or  participation  of 
daughter  organizations  like  IFC,  IDA,  MIGA, 
UNITAR;  much  headway  has  been  made 
in  facilitating  the  inflow  of  capital  from 
capital  exporting  to  capital  deficient  coun- 
tries with  consequent  impetus  to  economic 
development. 

It  is  moreover  through  the  coordinat- 
ing services  of  the  IBRD  that  consortia, 
advisory  groups,  or  informal  organizations 
are  put  in  motion,  which  facilitates  the 
flow  of  development  assistance  to  re- 
cipient countries.  Additionally,  IBRD  acting 
as  the  leader  of  a  series  of  projects  special- 
ized agencies  such  as  UNIDO  and  ILO, 
conducts  sectoral  analyses  of  technical 
financial  aspects  of  reform  projects  especi- 
ally in  the  developing  world.  It  is  such 
analyses  that  ensure  that  development  pro- 
jects are  as  sound  economically  as  they  are 
socially  and  environmentally  sustainable. 
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Yet  the  foregoing  pales  into  insignific- 
ance if  the  role-played  by  the  IBRD  in 
construction  of  the  worldwide  financial 
and  economic  and  social  administration 
is  put  into  the  spotlight.  The  World  Bank' 
provides  both  technical  and  financial  as- 
sistance to  developing  counters  on  eco- 
nomic development  on  longer-term  basis. 
Such  assistance  is  generally  tailored  to- 
wards infrastructure  development,  such  as 
roads,  irrigation  channels,  electricity  de- 
velopment, funding  early  warning  systems 
to  prevent  danger  of  famine  and~  natural 
disasters.  If  well  executed,  no  doubt  that 
the  livelihood  of  many  should  be  im-^ 
proved,  making  the  realities  of  pervasive 
squalor  and  misery  a  thing  of  the  past: 
Yet,  the  IBRD  has  served  as  a  role  model 
for  the  development  of  many  regional 
development  Banks  in  developing  coun- 
tries. It  also  runs  the  ICSID,  which  arbitrates 
disputes  involving  states  and  nationals  of 
different  countries.  Through  MICA,  it  pro- 
motes the  flow  of  investment  for  pro- 
ductive activities  within  member  countries 
by  mediating  information  on  investment 
possibilities,  covering  non-commercial  in- 
vestment risks  in  the  form  of  transfer  risks, 
risks  of  denial  of  legal  protection,  and  risk 
of  war  and  civil  conflict.  No  doubt,  the 
World  Bank  has  become  one  of  the  most 
prestigious  and  renowned  UN  agencies. 

The  IMF  obliges  its  members  to  comply 
with  a  code  of  conduct  in  the  field  of  inter- 
national monetary  relations  as  well  as 
mutual  assistance  in  overcoming  temporary 
balance  of  payments  disequilibria.  Enshrined 
in  the  core  of  its  establishment,  the  IMF 
is  supposed  to  avoid  the  economically  and 
socially  damaging  'beggar  your  neighbor' 
policies  pursued  by  most  countries  in  the 


interwar  period  late  1920s  to  late  1930s 
in  which  each  country  carried  out  exchange 
rate  devaluation  of  its  currency  with  the 
narrow  view  that  by  so  doing  it  would 
out  compete  other  countries  with  strong 
currencies  in  the  international  market  (Ru- 
wert  1995).  Obviously  other  countries  did 
the  same  thing  with  dire  consequences  to 
the  World  Economy.  Thus  one  of  the  funda- 
mental functions  of  IMF  was  to  promote 
international  monetary  cooperation  through 
an  institutionalized  machinery  of  consulta- 
tion and  coordinatioh.      " '  ^ 

The  above  function  was  to  be  supple- 
mented others  in  the  form  of:  facilitating 
the  balanced  growth  of  international 
trade,  which  in  turn  is  meant  to  con- 
tribute to  high  levels  of  employment 
and  real  income,  and  development  of 
the  productive  resources  of  all  members; 
promote   exchange  stability,  maintain 
orderly  exchange  arrangements,  and  avoid 
competitive  exchange  rate  devaluations; 
assist  in  the  establishment  of  a  multilateral 
system  of  payments  for  the  benefit  of 
World  trade;  and  make  available  finan- 
cial resources  for  countries  in  balance  of 
payments  difficulties.  By  encouraging 
macroeconomic  stability  the  World  over 
IMF  should  lead  to  higher  growth  and 
development,  the  antidotes  of  poverty. 

One  of  the  United  Nations  agencies 
with  strong  inclination  towards  promoting 
trade  and  development  over  the  past  36 
years  is  UNCTAD,  the  United  Nations  Con- 
ference on  Trade  and  Development.  It  is 
a  permanent  intergovernmental  body  of 
the  United  Nations  General  Assembly 
focusing  on  attempts  at  securing  an  in- 
tegrated treatment  of  development  and 
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interrelated  issues  in  the  areas  of  trade,  fin- 
ance, technology,  investment,  and  sustain- 
able developnnent.  The  body  employs  re- 
search, policy  analysis,  intergovernmental 
deliberations,  technical  cooperation  and 
interaction  with  civil  society  and  the  busi- 
ness sector  to  attain  the  cherished  goals 
of  maximizing  trade,  investment,  and  de- 
velopment opportunities  for  developing 
countries,  as  well  as  helping  such  coun- 
tries to  face  challenges  arising  from  global- 
ization and  integration  into  the  World 
economy  on  an  equal  footing  with  the  de- 
veloped countries.  Its  importance,  there- 
fore, seems  to  have  soared  during  phases 
of  the  Tokyo  and  Uruguay  rounds  of 
trade  negotiations  as  developing  coun- 
tries suffering  from  institutional  capacity 
as  well  influence  as  they  were,  lacked 
the  strong  bargaining  position  that  would 
ensure  negotiations'  results  to  swing  in 
their  favor.  UNCTAD  purportedly  was 
meant  to  ensure  exactly  that. 

Boasting  as  one  of  the  largest  UN  or- 
ganizations —Food  and  Agricultural  Or- 
ganization/FAO-  was  given  the  mandate 
to  raise  levels  of  nutrition  and  standards 
of  living,  improve  agricultural  productivity 
and  the  conditions  of  rural  populations. 
Through  direct  development  assistance, 
FAO  —that  "...collects,  analyzes,  and 
disseminates  information;  provides  policy 
and  planning  advice  to  governments;  acts 
as  an  international  forum  for  debate  on 
food  and  agricultural  issues'-  enables 
the  organization  to  promote  agricultural 
development,  which  by  and  large,  enhances 
the  effectiveness  of  its  efforts  in  the  war 
against  poverty  and  hunger. 

Programs  that  do  not  degrade  the  en- 
vironment are  technically  appropriate,  eco- 


nomically viable  and  socially  acceptable'. 
FAO  strongly  encourages  those  programs 
and  considers  it  as  a  front-runner  in  the 
promotion  of  sustainable  agriculture  and 
rural  development.  This  is  thanks  to  the 
organization's  active  involvement  in  land 
and  water  development,  plant  and  animal 
production,  forestry,  and  fisheries.  Besides, 
FAO  is  also  involved  in  areas,  such  as  eco- 
nomic and  social,  policy,  investment,  nutri- 
tion, food  standards,  commodities,  trade, 
as  well  as  emergencies  which  put  the" 
organization  as  a  key  and  indispensable 
partner  in  development  related  issues  with 
developing  countries.  This  arises  from  the 
fact  the  organization's  jurisdiction  covers 
the  length  and  breadth  of  issues  that  are 
crucial  for  developing  economies. 

FAO  assisted  developing  countries  in 
preparing  for  multilateral  trade  negotiations 
by  providing  the  requisite  information  and 
technical  assistance  which  was  supposed 
to  strengthen  their  bargaining  position  in 
the  negotiations  to  attain  as  many  benefits 
as  possible.  FAO  has  also  been  an  outstand- 
ing player  in  equipping  the  developing 
countries  with  technical  capacity  to  enable 
them  to  pursue,  develop  and  implement 
sustainable  productive  systems.  Technical 
assistance  in  fields  of  normative  studies 
and  policy  advice,  working  with  farmers 
and  rural  communities,  provide  informed 
opinion  on  trade  related  issues,  food  se- 
curity, training  in  national  food  control  sys- 
tems, food  safety  issues,  and  expert  advice 
on  gender  policy  development. 

FAO  has  been  involved  in  the  develop- 
ment of  rural  finance  systems  the  source 
of  agricultural  finance  for  millions  of  rural 
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farmers  in  the  developing  world.  With  the 
adoption  of  realistic  rates  of  interest,  mobil- 
ization of  local  savings  as  an  integral  part 
of  rural  financial  intermediation,  and  the 
promotion  of  variety  in  financial  interme- 
diaries including  formal  and  less  formal 
institutions,  as  underlying  principles  FAO 
encourages  the  development  of  agricul- 
tural finance  institutions  in  developing 
countries.  This  is  executed  by  supporting 
developing  country  efforts  in  the  areas 
of  financial  policies  and  institutional 
structures,  operational  procedures,  and 
training,  with  special  emphasis  on  less  ad- 
vantaged people  in  rural  areas',  "accord- 
ing to  FAO.  In  that  line  FAO  has  gone 
further  to  promote  the  development  of 
mechanisms  that  ensure  the  safety  of- 
savings  deposits,  the-cornerstone  for  savers 
confidence  in  any  financial  intermediary's 
soundness. 

By  initiating  the  'Safeguarding  Savings 
Deposits'  program,  the  organization  at- 
tempted to  address  the  safety  of  de- 
positors money  issue  by  drawing  on  the 
findings  from  an  analysis  of  experience 
on  the  safety  of  depositors'  savings  in  re- 
cognized banks,  cooperatives,  investment 
grbups,  and  ROSCAS  (rotating  saving  and 
credit  associations)  over  time  in  devel- 
oped and  developing  countries,  to  foster 
the  development  of  guidelines  and  training 
materials,  essential  for  grass  roots  rural 
financial  intermediaries. 

Realizing  the  problem  of  lack  of  collat- 
eral in  rural  settings,  for  example,  FAO  ini- 
tiated a  program,  which  is  meant  to  'de- 
sign methods  for  removing  some  of  the 
main  constraints,  and/or  for  permitting  exist- 
ing collateral  to  be  used  more  effectively'. 


Alternative  ways  of  securing  loans  less  af- 
fluent customers  were  also  considered.  This 
was  in  addition  to  developing  the  FAO 
Micro  banking  low-cost  software  system, 
which  helps  in  carrying  out  various  internal 
checks  and  a  series  of  management  reports 
essential  for  improving  the  effectiveness 
and  efficiency  of  the  front  office  by  ac- 
celerating the  speed  of  transactions,  there- 
by reducing  banks  over  all  cost.  FAO  also 
runs  regional  agricultural  credit  associ- 
ations (RACAS),  which  provide  financial 
services  to  small  farmers  and  the  rural 
people.  With  one  center  for  Asia,  Africa, 
Near  East  and  "North  Africa  and  intensive 
collaboration  with  (ALIDE),  the  association 
of  Development  Finance  Institutions  in  Latin 
America,  FAO  has  made  much  headway 
in  ensuring  the  availability  of  finance  for 
agricultural  purposes  and  to  the  rural  people 
in  general. 

IFAD  (International  Fund  for  Agricultural 
Development)  is  another  United  Nations 
organization,  with  not  so  different  from 
those  of  its  sister  organization  FAO.  Its 
mission  is  to  eliminate  hunger  and  poverty, 
enhance  food  security,  raise  productivity 
and  incomes,  and  improve  the  quality  of 
life  through  improved  access  to  productive 
resources  and  empowerment.  It  can  be  as- 
serted that  the  organization  apparently 
complements  the  activities  of  FAO.  Thus 
the  effectiveness  of  both  FAO  and  IFAD 
is  expected  to  embolden  United  Nations 
in  its  fight  against  poverty. 

The  United  Nations  is  also  involved  in 
labor  issues  through  its  specialized  agency, 
i.e.,  ILO  (the  International  Labor  Organ- 
ization). Established  with  the  task  'of  se- 
curing an  equal  footing  for  competitors,  by 
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way  of  agreements  based  on  international 
law  concerning  generally  accepted  min- 
imum standards  for  labor  protection  and 
working  conditions',  ILO  is  entrusted  with 
the  task  of  "creating  such  conditions  which 
are  necessary  that  human  beings,  irrespect- 
ive of  race,  creed,  or  sex,  can  pursue  both 
material  well-being  and  through  spiritual 
development  in  conditions  of  freedom  and 
dignity,  of  economic  security  and  equal 
opportunity  by  improvement  of  working 
and  living  conditions  of  the  employed,  act- 
ivation of  human  labor  resources,  develop>- 
ment  and  strengthening  of  the  workers' 
organizations  by  providing  technical  assist- 
ance to  the  states,  international  gathering 
and  distributing  information,  and  through^ 
international  conventions  and  recom- 
mendations' Kohler  (1995). 

The  role  that  ILO  plays  in  the  lives 
of  workers  and  employers  alike  is  thus 
very  profound.  Arbitrary  compensation 
for  work  is  liable  to  scrutiny,  discrimin- 
ation on  work  is  fertile  ground  for  ILO 
probing,  and  inhuman  living  and  working 
conditions  for  workers  receive  ILO  at- 
tention. This  sounds  good  news  to  every- 
body, for  good  working  conditions  en- 
hance worker's  efficiency,  which  in  turn 
translates  into  higher  and  better  quality 
output  for  the  employer,  and  high  value 
output  of  course  yields  high  tax  returns  for 
the  government. 

It  is  no  longer  disputable  that  one  of 
the  outstanding  performances  of  the  United 
Nations  system,  which  is  immensely  under- 
stood in  the  developing  world  for  obvious 
reasons,  has  been  its  relief  work.  The  UN 
through  its  specialized  agencies,  such  as 
UNICEF,  UNHCR,  WFP,  UNDRO,  and 


HABITAT  provides  the  leadership  and  co- 
ordination of  efforts  made  by  the  interna- 
tional community  to  help  countries  affected 
by  emergencies,  irrespective  of  whether 
they  are  a  consequence  of  natural  or  man- 
made  disasters.  To  most  people  in  the  de- 
veloping world  the  importance  of  the 
United>  Nations  is  associated  with  the  act- 
ivities of  one  of  its  specialized  agencies  - 
the  United  Nations  Commission  for  Re- 
fugees (UNHCR).  This  obviously  arises  from 
the  more  than  proportionate  share  of 
catastrophes,  man-made  and  otherwise  that 
like  or  not,  enmesh  the  UN  body  into  the 
thick  of  things  in  the  third  World.  From  its 
involvement  in  evacuating  refugees  freeing 
^from  carnage,,  wars,  and  persecution  in 
their  homelands  to  lending  a  hand  in 
resettling  displaced  persons  from  one 
part  of  the  country  to  the  other,  freeing 
natural  disasters  in  form  of  floods,  and 
famine.  UNHCR  had  been  able  to  bring 
back  smiles  to  the  hitherto  desperate 
and  disillusioned  faces  in  the  developing 
World.  Relief  is  the  apt  word  for  UNHCR. 

Time  and  again  developing  countries 
have  been  calling  for  more  trade  and  not 
more  aid,  with  the  understanding  that 
more  trade  should  bring  in  more  growth 
and  development.  Hence,  the  huge  sigh  of 
relief  that  set  in  once  the  World  Trade 
Organization  (WTO)  effectively  came  into 
existence  in  1994.  Small  wonder  by  most 
accounts  the  most  remarkable  achievement 
by  the  United  Nations  system  is  attributed 
to  the  establishment  of  the  WTO,  which 
came  into  force  in  January  1995  in  the 
wake  of  a  sufficient  number  of  states 
ratifying  the  final  Uruguay  results  signed 
in  Marrakech,  Morocco  December  1994. 
The  child  of  the  1986  Punta  del  Este  Minis- 
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terial  declaration,  which  saw  the  beginning 
of  the  longest  trade  negotiations,  i.e.,  the 
Uruguay  Round.  The  Uruguay  Round  ne- 
gotiations embodied  a  document  of  some 
26,000  pages  covering  details  on  schedules 
of  tariff,  major  agreements  on  trade  in 
services,  on  trade  related  intellectual  prop- 
erty questions,  anti-dumping  issues,  agri- 
cultural trade,  subsidies,  technical  standards, 
textiles,  and  customs  evaluation  Gackson 
1 996). 

The  WTO  consists- of -two  important 
institutional  frameworks  -  the  WTO  charter 
and  a  new  set  of  dispute  settlement  pro- 
cedures. The  WTO  Charter  comprising  of 
•the  substantive  agreements  emanating  from  - 
the  Uruguay -round  is  devoted  to  "...the 
institutional  procedural  structures  that  are 
necessary  for  effective  implementation 
of  substantive  rules  that  have  been  nego- 
tiated in  the  Uruguay  Round.  The  WTO 
charter  by  tying  together  the  various 
texts  developed  in  the  Uruguay  Round  re- 
inforces the  single  package  idea  of  the 
negotiations,  demanding  accepting  countries 
to  accept  the  entire  package  rather  than 
selectively.  This  averts  the  problem  of 
side  codes  evident  in  the  Tokyo  round  of 
trade  negotiations.  The  WTO  structure 
establishes  the  legal  authority  for  a  secret- 
ariat and  Director  General  and  staff.  The 
WTO  structure  allows  for  an  expansion  of 
the  institutional  structure  to  new  subjects 
negotiated  in  the  Uruguay  Round  encom- 
passing services,  intellectual  property  making 
it  the  legal  mechanism  applicable  to  ser- 
vices for  General  Agreement  on  Tariffs  and 
Trade  (GATT),  concentrated  mainly  on 
goods.  The  dispute  settlement  mechanism, 
and  the  trade  review  mechanism,  on  the 


other  hand,  is  to  be  applicable  to  all  sub- 
jects of  the  Uruguay  Round  for  all  nations 
that  are  members  of  WTO. 

Adherence  to  WTO  rules  is  bound  to  in- 
crease competition,  which  will  not  only 
stimulate  technological  change,  but  will 
reduce  monopolistic  tendencies  by  forcing 
domestic  firms  to  produce  at  higher  cap- 
acity utilizations  than  before  setting  pace 
for  higher  efficiency.  Moreover,  it  is  ex- 
pected that  shocks  to  economies  in  form 
economic,  liberalization  will  increase  pro-_ 
ductivity  (Cline  1995).  The  removal  of  all 
current  distortions  is  estimated  to  .generate 
economic  gains  to  the  tune  of  $213  billion 
annually.  These  gajns  are  expected  to. 
come  from  cuts  on  tariffs  on  agricultural, 
products,  $190  billion,  and  manufactured 
products  $19  bullion.  GATT  made  estimates 
of  increase  in  the  level  of  World  trade  in 
the  wake  of  WTO  amounting  to  $745  billion 
in  2002,  coming  from  60%  clothing,  34% 
textiles,  20%  agriculture  and  19%  in  pro- 
cessed foods  and  beverages. 

It  is  expected  that  with  the  onset  of 
WTO,  the  potential  for  the  evolution  and 
development  of  an  institutional  structure 
conducive  to  international  trade  coop- 
eration will  be  realized  Gackson  1996). 
With  provisions  for  flexibility  on  inclusion 
of  future  negotiated  rules  or  measures, 
WTO  framework  has  in  place  means  to 
assist  nations  facing  hitherto  unanticipated 
problems.  The  WTO  is  likewise  expected 
to  serve  as  a  forum  for  ironing  out  differ- 
ences on  such  issues  as  dumping,  customs 
tariffs,  rules  of  origin,  subsidies,  import 
licensing,  sanity  and  phytosanity  measures, 
pre-shipment  inspection,  technical  barriers 
to  trade,  and  safe  guards.  WTO  will  pro- 
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vide  the  forum  for  coordination  and  dis- 
cussion between  national  government 
officials  and  international  organizational 
officials  dealing  in  monetary  and  lending 
issues  with  those  involved  in  trade  issues. 
WTO  thus  is  expected  to  complement  the 
Bretton  Woods  institutions  by  offering  the 
coordination  and  coherence  through  a 
high  profile  joint  committee  of  the  Interna- 
tional Monetary  Fund  and  The  World  Bank. 

IMPOTENCE  OF  THE  UN  AGENCIES 
AS  LEADERS  OF  POVERTY  ERAD- 
ICATION 

Despite  many  credits  in  its  favor,  the 
World  Bank  has  a  wealth  of  dark  spots  in 
its  operations  in  fostering  financial,  eco- 
nomic and  social  development.  The  IBRD 
generally  regards  the  opinion  of  the  ruling 
govemment  as  representative  of  the  wishes 
of  the  people,  with  the  consequence  that 
multi-billion  dollar  projects  are  put  agreed 
upon  and  later  funded  by  the  World  Bank 
later  to  be  rejected  by  the  local  popula- 
tion. Typical  of  such  projects  are  mega 
projects,  such  as  hydroelectric  power  stations 
where  enormous  resources  are  injected 
ostensibly  to  improve  the  lot  of  the  local 
people,  with  those  dislocated  in  the  course 
of  their  construction  inclusive.  Possibly  fresh 
in  the  minds  of  many  is  the  controversial 
Petroleum  project  in  Chad-Cameroon  Oil 
Pipe  line  project  estimated  to  cost  $3.7  bil- 
lion to  be  funded  by  the  World  Bank.  This 
inspired  protests  from  environmental  groups 
as  it  is  feared  to  contaminate  beautiful  land- 
scapes in  the  Sahel,  aggravate  the  already 
slash-and-bum  pock-marked  rainforest  in  the 
south  by  providing  the  much  needed  ac- 


cess roads  to  illegal  loggers,  as  well  as  pos- 
sible oil  spills,  and  the  traumatic  displace- 
ment of  rainforest  dependent  100,000  Pyg- 
mies to  strange  environments  (Bowis  2001). 

If  the  nature  of  some  of  the  projects 
funded  is  disputable,  the  firms  involved  in 
their  executions  invite  even  more  criticism. 
Despite  the  fact  that  most  projects  are  exe- 
cuted in  developing  countries,  rarely,  if  at 
all,  are  developing  countries'  firms  called 
to  tender  for  the-projects.  This  implies  that 
most  materials,  manpower  and  money  end 
up  in  having  multiple  effects  in  developed 
countries.  This  is  not  to  mention  the  impact 
of  projects  designed  by-firms  with  hardly 
any  sufficient  knowledge  on  the  local  social 
and  climatic  conditions.  And  of  course  that 
doesn't  augur  well  for  the  integration  of 
such  projects  in  the  respective  domestic 
economies.  Thus  calls  for  reforms  in  the 
tendering  mechanism  as  well  as  on  the  de- 
cision on  of  the  type  and  kind  of  projects 
funded  by  the  World  Bank  is  in  the  air. 

The  high  level  of  leakage  of  funds  in 
World  Bank  funded  projects  is  another 
black  spot  in  the  Organization's  operations. 
As  a  multilateral  organization  with  indis- 
putable reputation  backed  by  many  decades 
of  experience  in  development  oriented  pro- 
jects, the  bank  should  be  in  a  better  posi- 
tion than  most  to  ensure  that  the  projects 
funded  are  handled  in  the  most  effective 
and  efficient  manner.  This  is  so,  if  statistics 
from  some  researchers  is  anything  to  go  by. 
It  is  for  example  revealed  by  independent 
sources  that  quite  a  good  number  of  World 
Bank  funded  projects  in  Indonesia  experi- 
enced malfeasance  to  the  tune  of  30%. 
As  is  the  normal  practice,  such  reports  are 
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dismissed  by  both  government  and 
World  Bank  officials  as  baseless  and  ill 
founded.  Yet  such  revelations  could  be 
just  a  tip  of  an  iceberg! 

Strong  though  it  is,  the  criticism  leveled 
against  the  International  Bank  for  Recon- 
struction and  Development  (IBRD),  is  mere 
accolades  compared  with  the  barrage 
mounted  against  its  sister  organization, 
the  International  Monetary  Fund.  Perhaps 
no  other  organization  is  decried  as  IMF 
in  developing"countries.  In  carrying  out  its 
economic  restructuring  operations  deemed 
necessary  in  many  countries  in  the  perils  of 
balance  of  payments  disequilibria,  it  is 
common  practice  fo7  IMF  to  prescribe 
structural  adjustment  programs  Killick 
(1995).  This  may  entail  among  others,  re- 
orientating the  domestic  economy  from  rely- 
ing on  subsidies  and  high  customs  tariffs 
to  free  market  forces,  irrespective  of  the  im- 
mense vulnerabilities  such  economies  have, 
which  leads  to  reductions  on  health  as 
well  as  education,  and  retrenchment  of 
the  civil  service;  reduction  of  all  barriers 
to  trade;  and  rollbacks  of  the  government 
in  economic  activities  and  instead  encour- 
aging the  private  seaor  to  do  the  job. 

In  most  cases,  developing  countries 
argue  that  such  prescriptions  do  not  take 
sufficient  consideration  of  developing  coun- 
tries, structural  deficiencies  as  reflected  in 
the  expectation  that  developing  countries 
can  improve  on  their  economies'  efficiency 
by  undertaking  genuine  privatization  before 
the  onset  of  democratic  reforms,  which  is 
hardly  probable,  the  expectation  that  gov- 
ernments can  make  cutbacks  in  expenditure 
on  health  and  education,  when  the  state 


is  the  provider  of  such  services  to  many 
poor  people  in  the  third  World  doesn't  im- 
prove the  image  of  IMF  in  the  eyes  of  de- 
veloping country  nationals. 

Moreover,  such  far-reaching  expenditure 
reductions  are  also  prescribed  for  the  de- 
fense establishment,  which  of  course  has 
not  been  welcome  to  the  Army  top  brass 
with  consequent  ouster  of  many  such  com- 
pliant governments  to  IMF  dictates  (Killick 
et.  al.  1992).  Some  critics  even  go  as  far 
-  as  regarding  the  monetarist  approach  on 
conditional ity  adopted  by  IMF  as  too  short 
run  in  orientation  with  minimal  consider- 
ation for  the  long  term  sustainability  of  the 
target  economies  Killick  (1996),  Harrigan 
(1996),  Conway  (1994).  Examples  in 
support  of  this  are  suggestions  to  make 
cutbacks  on  health  and  education,  ironic- 
ally the  two  services  that  can  ensure  the 
availability  of  skilled,  healthy  and  resili- 
ent workforce  in  the  future. 

In  fact,  there  are  a  lot  of  common 
grounds  on  the  notion  that  IMF  does  not 
extend  sufficient  amount  of  credits  to 
Third  World  countries  at  the  time  of  their 
greatest  need.  This  explains  why  countries 
facing  balance  of  problems  difficulties  take 
long,  if  at  all,  to  overcome  the  balance 
of  payments  problem  (Harrigan  1996). 
Some  even  say  conditions  become  worse 
in  the  aftermath  of  IMF  intervention.  No 
doubt  calls  for  reforms  in  IMF  is  top  agenda 
for  most  developing  countries.  Unfortun- 
ately, there  is  little  support  from  the 
developed  countries  on  this,  thanks  to 
the  "controlling  interest'  they  have  in  its 
deliberations  and  activities.  Without 
any  shadow  of  doubt,  IMF  is  hardly  the 
organization  to  pave  the  way  for  growth 
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and  development,  absence  of  which  gen- 
erates pervasive  poverty. 

The  ILO  does  not  go  scot-free  either. 
Some  of  the  criticisms  made  against  the 
ILO  arise  from  the  fact  that  the  standards 
for  working  conditions  are  expected  to  be 
the  same  for  both  developed  and  devel- 
oping countries.  Yet,  developing  countries 
argue  that  social,  cultural  and  economic 
conditions  in  the  developing  countries  are 
-  -    different  from  th^^ose  in- the  developed- 
world.  Many  developing  countries  see 
the  "irisistence  of  ILO  to  adopt  similar 
working  conditions  in  both  developing 
and^  developed  countries  as  intent  on  re- 
"     ducing  the  former's^  competitiveness  in  the- 
international  market.  This  argument  is 
backed  by  the  fact  that  most  products 
from  developing  countries  have  a  high 
labor  cost  component,  such  as  textiles, 
farm  products,  and  primary  products,  im- 
plying that  were  the  workers  conditions  in 
the  developing  World  to  be  indexed  to 
those  in  the  developed  world,  the  fate 
will  be  sealed  for  developing  countries' 
exports.  Agitating  for  doing  away  with 
child  labor  without  looking  at  the  un- 
derlying material  conditions  that  force  them 
to  work  possibly  sounds  more  textbook 
material  than  having  in-depth  knowledge 
of  the  realities.  Reducing  the  means  of 
livelihood  for  many  impoverished  fam- 
ilies is  no  better  way  to  fight  poverty. 

Being  criticized  for  overemphasis  on  the 
workers'  side  does  make  ILO  the  darling 
of  many  countries  where  capitalists  hold 
much  sway.  It  is,  for  example,  criticized  for 
encouraging  worker's  radicalism,  which  in 
many  developing  countries  is  close  to 


being  accused  of  insubordination.  Doubt- 
less, in  some  countries  ILO  activities  are 
curtailed.  Reforms  are  called  for  even 
here,  even  though  this  time  from  different 
sections  of  society  and  of  course  for  dif- 
ferent reasons. 

The  activities  of  the  United  Nations  High 
Commission  for  Refugees  UNHCR  are 
mainly  the  evacuation  of  refugees  and  re- 
settling internally  displaced  persons,  which 

are- categorized- as  emergency  situations.   

This  means  that  funds  to  run  such  activities 
are  often- raised  on  ad-hoc  according  to 
nature  of  the  location,  size  and  intensity 
of  such  emergencies.  Aid  that  isxhanneled  - 
through   L/NHCR  being-  a  nrultilateral- 
agency  does  not  receive  the  much  needed 
fanfare  and  news  coverage  so  much  needed 
by  donors,  with  the  effect  that  interest  by 
some  developed  countries  is  lost,  nations 
preferring  to  channel  aid  through  non- 
government organizations  with  affiliations 
to  the  country  in  question  raising  the 
publicity  of  the  donated  aid.  The  channel- 
ing of  relief  assistance  through  a  motley 
of  uncoordinated  non-government  organ- 
izations reduces  the  over  all  effectiveness 
both   quantitatively   and  qualitatively. 
Moreover,  being  at  the  mercy  of  the 
donors,  the  UNHCR's  performance  de- 
pends on  the  willingness  of  the  large 
donors,  whose  interests  such  as  serving 
as  conduits  for  stockpiles  of  foodstuffs 
from  developed  nations  ruining  the  pros- 
pects of  recipient  countries  in  the  process. 

Graphic  accounts  coming  from  Sudan, 
Afghanistan,  Zimbabwe,  and  North  Korea 
indicate  that  hunger  still  haunts  many  mil- 
lions of  the  World's  population  despite  ad- 
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varices  in  technology.  Whatever  the  causes 
of  such  calamities  does  not  indicate  the 
failure  of  some  of  the  cherished  goals  en- 
shrined in  the  missions  of  FAO,  IFAD  and 
WFP?  This  is  not  to  mention  the  1984-1985 
famines  in  the  horn  of  Africa,  drought  in 
much  of  the  Sahel  region  in  late  1980s  and 
early  1990s,  and  many  cases  of  hanv'est  loss 
due  to  vermin,  poor  storage  facilities  and 
poor  farming  practices. 

Moreover,  the  fact  that  the  poorest  coun- 
tries, including  a  good  number  o£  African 
'  -"  countries,  are  still  dominating  the  importa-^ 
tion  of  foodstuffs  draining  their  already  bat- 
tered finances,  shows  that  in  one  or  the 
other  FAO  and  IFAD  have  not  succeeded 
in  redirecting  the  countries'  resources  from 
concentrating  on  cash  crop  production,  the 
earning  power  of  which  is  ever  on  the  de- 
cline, yet  demands  for  food  is  ever  on 
the  increase.  The  fact  that  the  terms  of 
trade  for  agricultural  products,  the  corner- 
stone of  most  developing  economies,  has 
been  nose-diving  for  long  does  not  augur 
well  for  the  full  realization  of  the  organ- 
izations' goals.  Yet  this  occurred  at  the 
time  when  industrial  products  went  up  in 
line  with  increased  cost  of  production, 
which  left  many  developing  countries  in 
financial  straight  jackets,  the  evidence  of 
which  is  the  massive  debt  overhang.  Food 
production  which  would  reduce  immense 
expenditures  of  their  hard-earned  dollars 
neglected  sometimes  through  programs 
funded  by  the  United  Nations  agencies. 
It  can  thus  be  asserted  that  if  one  of  the 
objectives  of  these  two  organizations  is 
ensuring  the  availability  of  low  cost  nour- 
ishing food  for  most  of  the  World's  poor, 
then  the  score  on  the  scorecard  is  far 
from  impressive.  The  roots  of  poverty  are 


very  ingrained  hence  need  deep-rooted 
solutions. 

It  is  no  longer  indisputable  that  despite 
eloquent  denials,  developed  countries  man- 
aged to  maintain  high  subsidies  on  their 
agricultural  products  to  protect  their  dom- 
estic producers  from  cheaper  products  from 
the  developing  World  is  testimony  of  the 
apparent  contradictions  between  professed 
goals  and  practical  realities.  Evidently  the 
old  adage  is  livelier  than  ever  before  that 
he  who  pays  the  piper  calls  the  tune, 
meaning  that  there  a  category  of  others 
who  inevitably  have  to_  serve  as  mere 
followers  to  tune  called  by  others.  Low 
international  market  prices  and  high 
domestic  prices  for  agricultural  products 
from  the  developed  World  curtail  any 
efforts  at  reducing  the  crashing  poverty 
suffered  by  close  to  half  the  World's  pop- 
ulation. Evidence  is  abound  on  this.  For 
example  Japan  enjoys  248%  excess  in 
domestic  crops  prices  over  international 
market  prices,  and  50%  for  the  European 
community,  50%  on  livestock  products  in 
United  States,  and  119%  in  European 
Community  (Cline  1995).' 

This  suggests  that  at  the  time 
when  developing  countries  were  being 
advised  to  restructure  their  economies 
towards  higher  productivity  in  agri- 
cultural products,  developing  countries 
were  instead  increasing  the  subsidies  to 
farmers  in  their  countries.  With  Japan 
comprising  20%  of  the  World  demand,  plus 
United  States  and  European  Union  devel- 
oping policies  that  were  inimical  to  encour- 
aging poverty  eradication  through  growth 
channels,  no  doubt  higher  productivity 
achieved  through  IMF  austerity  and  in- 
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debtedness  lead  to  adverse  terms  of  trade 
for  the  likely  market  for  excess  out  put 
was  made  inaccessible  by  high  protection 
tariffs  and  other  forms  of  discriminations 
on  sanitary  grounds. 

The  fanfare  with  which  WTO  was  in- 
augurated may  believe  the  challenges 
already  mounting  on  its  doorstep.  Not  only 
does  its  credibility  depend  on  how  the 
major  nations  respect  the  results  of  its  dis- 
pute settlements  mechanisms,  but  the 
"extent  to- whleh- natlbrTs  large' and  small 
are  ready  to  carry  out  the  provisions 
of  the" Uruguay  round.  There  is  already 
evidence  of  backtracking  on  some  issues, 
which  does  not  augur  well  for  the  effect- 
iveness of  the  organization.  The  very  Idea 
of  enhancing  and  extending  liberalization 
of  trade  is  meeting  consistent  resistance 
from  developing  and  developed  countries 
alike.  The  failure  of  the  2000  Seattle 
Meeting  was  not  a  lesser  eloquent  testi- 
mony to  this  trend.  Resistance  against 
further  liberalization  of  services  especially 
financial  survives,  is  meeting  resistance 
from  many  developing  countries  with 
worries  of  losing  control  of  their  financial 
sectors. 

The  emergence  of  regional  trade  arrange- 
ments means  that  large  countries  are  bent 
on  expending  their  regional  trade  arrange- 
ments as  part  of  their  participation  in  the 
World  Trade  organization.  The  implication 
is  that  there  will  be  a  two-tier  system 
adopted  by  larger  powers  in  their  the  evolv- 
ing global  economic  environment:  multilat- 
eral accords  representing  agreement  be- 
tween the  larger  contracting  powers  to  the 
GATT,  and  regional  trade  arrangements  in- 
volving smaller  country  arrangements  with 
their  larger  trading  partners.  This  shows 


the  degree  to  which  larger  powers  are  am- 
biguous in  their  commitment  to  World 
trade  organization  rules,  and  such  stance 
is  bound  to  reduce  the  negotiating  power 
of  the  -developing  World. 

Most  developing  countries  are  worried 
at  the  "...  relabelling  of  the  GATT  institutions 
by  the  WTO  means  that  developing  coun- 
tries' opportunity  to  deal  in  any  firm-rules- 
based  way  with  their  situation  in  the 
trading  system,  and  to  achieve  a  streng- 
thened system  of  trade  rules  his  been  7o re-  ■ 
gone  now  that  permanent  status  has  been 
granted  to  WTO,'  (Hamilton  and  Whaley 
1995).  Additionally,  the  immense  task 
of  integrating  developing  countries  and 
'  economies  in  transition"  as  weir  as  monitor- 
ing the  WTO  rules  to  ensure  fair  treatment 
of  all  for  all  countries.  Gains  expected 
from  trade  liberalization  are  based  on  re- 
searches and  estimates  made  on  indus- 
trialized country  economies  as  well  as  re- 
gional economic  groupings  such  as  Euro- 
pean Union  and  NAFTA,  implying  that  the 
fate  of  the  developing  countries  is  still  re- 
garded as  an  afterthought. 

The    fact    that    most    gains  from 
trade  liberalization  arise  fro.m  the  re- 
duction on  agricultural  subsidies  and 
tariffs  undertaken  in  the  developed  cou- 
ntries, means  that  for  exporters  of  agri- 
cultural products  such  as  food  stuffs  will 
enjoy  windfalls  as  their  ability  to  compete 
with  producers  in  the  developed  countries 
will  enhanced  remarkably.  At  least  theore- 
tically. Nonetheless,  net  food-importers  in 
developing  countries,  the  list  of  which  is 
expanding  by  the  year,  are  already  seeing 
their  deadly  fears  realized  as  the  food  im- 
port bill  soars  draining  their  much  needed 
foreign  exchange  reserves.  The  position  of 
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the  developing  countries  is  made  the 
worse  by  the  fact  that  cuts  in  tariffs  on 
industrial  products  of  interest  to  develop- 
ing countries  are  lower  than  all  other  goods 
32%  compared  with  38%  respectively. 
This  implies  that  despite  the  elimination 
of  the  quota  regime,  developing  countries' 
manufactured  products  will  find  it  difficult 
to  access  developed  countries'  markets 
with  the  exception  of  fish  and  fish  products 
plus  clothing.  There  are  also  worrying 
signals  that  due  to  relatively  small  price 
elasticity  of  demand  for  tropical  products," 
the  jifeline  of  most  developing  countries, 
will  not  grow  as  predicted,  making  it 
even  harder  for  survival  (Cline  1995). 

-The  image  and  work  of -WTO  is  as  yet 
fuzzy  in  the  eyes  of  the  public,  meaning 
that  perhaps  the  body  has  not  been  as 
open  and  transparent  as  it  purports  to  be, 
which  partially  explains  the  consistence 
in  protests  organized  against  WTO  by  a 
cross-section  of  people  in  society  from  dif- 
ferent countries.  Workers  are  up  in  arms 
fearing  losing  their  dear  jobs;  developing 
governments  are  restive  at  the  prospect  of 
losing  control  of  their  captive  markets  with 
no  assurance  that  markets  in  developed 
countries  will  be  accessible  to  them;  trade 
unions,  mainly  in  the  developed  countries, 
are  protesting  against  efforts  geared  to- 
wards enfeebling  their  effectiveness  by 
allowing  workers  free  access  to  work 
across  states  which  obviously  breaks  their 
stranglehold  on  manpower  in  any  given 
country;  and  local  businessmen,  large  and 
small  alike,  are  wary  of  the  prospects  of 
competing  with  Transnational  corporations 
with  many  years  of  experience,  immense 
talent,  World  Wide  network,  plus  innumer- 
able resources. 


Surely  restiveness  is  higher  and  more 
pervasive  in  the  aftermath  of  WTO's  exist- 
ence than  before,  not  excluding  political 
cycles.  The  recriminations  of  Algerian  and 
Djibouti  presidents  Abdelaziz  Bouteflika, 
and  Omar  Gueleh,  respectively  serve  as 
foretaste  of  deeper  protests  and  detestations 
to  come  (Karl  2000).  Bouteflika  with  much 
exasperation  argues,  *At  the  dawn  of  the 
21st  Century,  it  is  with  utmost  uncertainty, 
and  not  without  anxiety,  that  we  wonder 
what  part  our  countries  will  play  in  to- 
morrow's World,  a  World  founded  on  the 
inexorable  law  of  power  and  subject  to 
the  inflexible  rules  of  the  market  place.' 
Of^ar  Gueleh  is  not  any  less  pessimistic, 
'the  bush  fire  sweeping  through  our  World 
today  is  called  globalization.'  These  state- 
ments depict  the  state  of  woeful  unprepare- 
ness  of  the  two  heads  of  state  for  the  new 
era  of  free  markets,  which  more  often  than 
not  is  shared  by  many  developing  coun- 
tries. Hence  WTO  is  imperceptibly  being 
seen  as  hell  breaking  loose  for  the  under- 
dogs, while  cozy  and  rosy  paradise  opens 
up  its  doors  for  the  powerful.  Surely  these 
are  not  calls  for  a  dance  party. 

One  of  the  fields  in  which  the  UN 
system  plays  an  active  role  in  the  pursuit 
of  humanitarian  issues  through  its  se- 
curity council  as  the  authority  to  give  any 
go-ahead  for  its  activities.  Nonetheless  this 
area  too  hasn't  escaped  a  barrage  of  critic- 
isms from  a  variety  of  sources.  What  with 
the  fledgling  UN  system  with  its  hotchpotch 
of  semi-independent  specialized  agencies, 
which  groom  serious  bureaucratic  tape  and 
the  cause  for  some  eyebrows  being  raised, 
becomes  justified.  Inevitably  bureaucracy 
has  bred  delay  in  disbursements  of  already 
pledged  aid  to  disaster  victims.  This  delay  is 
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attributed  to  the  regular  bureaucratic  pro- 
cess through  which  commodities  have  to 
follow,  which  obviously  takes  too  long  to 
save  many  lives  in  disaster-affected  areas. 
Thus,  the  UN  system  response  capacity  is 
under  fire  both  from  the  developing  coun- 
tries and  developed  ones,  state  agencies 
as  well  as  non-governmental  organizations. 

The  precise  nature  of  articles  that  pro- 
vide guidelines  on  the  operations  of  special- 
ized  agencies  means  that  effective  co-- 
ordination and  establishment  of  priorities 
is  considered  difficult  to  come  by.  Yet 
the  Economic  and  Social  Commission 
(EGOSOC)  that  is  supposed  to  coordinate 
the  -  agencies'  functions  is  considered 
woefully  wanting  thanks  to  the  maze  of 
agencies  under  its  control  as  well  as  in- 
creases in  member  states  with  differing 
priorities.  This  is  not  helped  by  the  lack  of 
concrete  guidelines  concerning  central  in- 
struments of  coordinating  relationship  agree- 
ments between  the  United  Nations  and 
the  specialized  agencies  on  one  hand, 
and  among  the  specialized  agencies. 
Lack  of  coordination  is  not  congenial  to 
good  performance,  which  has  not  eluded 
the  watchful  eyes  of  many  critics.  It  is 
not  surprising;  calls  have  been  gaining 
ground  for  reforms  in  the  UN  system. 
Calls  for  reform  at  the  UN  encompass; 
reinforcing  the  financial,  military  and 
logistic  resources  of  the  UN  to  enable  it 
carry  out  its  assignments  successfully,  as 
well  as  extending  the  security  council 
permanent  membership.  Taking  cognizance 
of  the  fact  that  the  organ  that  the  UN  body 
that  shoulders  the  responsibility  of  exe- 
cuting the  peacemaking  process,  the  core 
function  of  the  UN,  is  the  Security  Council, 


clamors  for  reforms  have  been  targeted 
towards  that  organ.  From  15  members  out 
of  which  five  (US,  Russia,  UK,  France,  and 
China)  are  permanent  leaving  the  rest  for 
other  countries  outside  the  permanent  five 
on  a  rotating  two-year  basis.  The  fact  that 
the  Security  Council  is  the  supreme  body 
of  the  United  Nations  with  the  right  to  ap- 
prove or  reject  any  resolution  agreed  upon 
by  the  general  assembly  constituting  all 
members  of  the  UN. 

Additionally  each  member  of  the  five 
permanent- members  has  the  right  to  veto 
any  resolution  approved  by  the  other  four, 
members  plus  the  rest  of  the  general  as- 
sembly. The  extreme  power  vested  in  the 
five  members  of  the  security  council 
aroused  criticism  from  other  states  because 
of  the  importance  of  the  decisions  made 
by  UN  for  the  World  in  general  and  for 
each  member  country  in  particular.  Fears 
expressed,  range  from  Security  Council 
members  using  the  UN  to  undermine 
enemy  countries  in  the  guise  of  pursuing 
UN  sanctioned  duties  to  influence  peddling. 
It  is  not  surprising  that  the  pace  of  calls 
for  reforms  reached  fever  heat  by  the  turn 
of  the  century  judging  from  the  troubled 
times  that  characterized  it,  which  provided 
room  for  both  critics  and  proponents 
alike  to  make  advanced  arrangements  for 
the  day  of  reckoning.  Most  countries  on 
this  issue  prefer  a  larger  security  council 
banking  on  the  idea  that  a  larger  security 
council  will  not  only  be  more  representative 
but  also  difficult  to  be  dominated  by 
either  any  single  power  or  a  few  powers. 

Reforms  in  the  way  UN  organization 
conduct  their  work  should  go  along  way 
to  ensure  the  implementation  of  the  poverty- 
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reduction  and  perhaps  eradication  goals. 
The  technical  staff  should  include  as 
many  developing  country  experts  with 
more  down-to-earth  knowledge  of  local 
issues  as  possible,  which  should  avert 
the  formulation  of  in  appropriate  projects 
that  has  become  the  norm  of  many  United 
Nations  projects.  A  much  as  environmental 
concern  is  considered  a  necessity,  more 
efforts  should  be  made  to  ensure  that  cul- 
tural and  social  dimensions  are  considered 
in  designing  relief,  growth  and  development 
programs.  Possibly,  then  and  only  then 
will  the  world  be  rid  of  the  poverty. 

CONCLUDING  REMARKS 

The  United  Nations  system  has  made 
fundamental  contribution  to  the  social, 
economic,  cultural  and  even  political  de- 
velopment of  the  World.  Through  its  special- 
ized agencies,  the  United  Nations  has  been 
able  to  extend  its  long  arm  of  assistance  to 
the  needy  countries  as  well  as  individuals. 
Technical  and  financial  assistance  has  en- 
abled the  construction  of  much  needed 
infrastructure,  which  would  have  been 
difficult  for  cash  strapped  indebted  eco- 
nomies of  the  'South'.  The  latest  addition 
to  the  list  of  international  organizations, 
though  not  formally  an  Organization,  WTO, 
is  seen  as  cautious  step  forward  for  a 
better  World  with  low  frontiers  and  more 
trade. 

Problems,  however,  are  still  abound. 
The  bureaucratic  red  tape  that  character- 
izes UN  activities  reduces  the  effective- 
ness as  well  as  efficiency  of  its  opera- 
tions. The  problem  of  coordinating  a 
cacophony  of  decentralized  specialized 
agencies  is  a  task  too  difficult  for  the 


Economic  and  Social  Council  to  under- 
take. Yet  the  worst  danger  comes  from 
the  overwhelming  dominating  position 
of  large  powers  in  determining  what 
should  be  done  and  otherwise.  Fears 
that  globalization  is  an  avenue  to  break 
the  resistance  of  developing  countries 
against  forced  rules  on  worker's  conditions 
as  well  as  opening  the  economies  of  the 
South  for  all  manner  of  exports  from  the 
developed  World  seems  to  be  sinking  in 
as  the  effects  of  the  WTO  framework  be- 
come' evident- 
Reforms  are  deemed  necessary  both 
on  the  specialized  agency  level  as  well 
-as  at  the  United  Nations  administrative 
and  Security  Council  level.- Nonetheless,  - 
the  performance  of  the  United  Nations 
as  has  been  the  case  before  will  rely 
on  the  goodwill  of  the  participating 
countries,  large  and  small.  For  without 
such  goodwill,  funding  will  be  scanty 
hampering  UN  activities,  adherence  to 
United  Nations  resolutions  will  not  take 
effect  unless  the  parties  in  question  com- 
ply with  such  resolutions,  and  others 
ready  to  come  into  force  such  com- 
pliance in  case  non-compliance  is  cons- 
idered detrimental  to  world  peace  and 
security. 
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APPENDIX 

Below  are  the  cited  United  Nations  specialized 
agencies  and  others  in  the  UN  system: 

ECOSOC    :     the  Economic  and  Social  Council  of 

the  United  Nations 
FAO         :     Food  and  Agriculture  Organization 
HABITAT    :     United  Nations  Commission  for 

Human  Settlements 


IAEA         :     International  Atomic  Energy  Agency 
IBRD  the  International  Bank  for  Recon- 

struction and  Development,  the 
World  Bank 

ICSID  :  International  Center  for  Settlement 
of  Investment  Disputes 

IDA  :     International  Development  Agency 

IFAD  :  International  Fund  for  Agricultural 
Development 

IFC  :  the  International  Finance  Corporation 

ILO  International  Labor  Organization 

IMF  :  the  International  Monetary  Fund 

IMO  :  International  Maritime  Organization 

ITU  : "  nnternatiohal  TeTecommunications 

Union 

MIGA"  :  Multilateral  Investment  Guarantee 
Agency 

OECD  :  Organization  for  Economic  Coop- 
eration and  Development  ~ 

UN  :     United  NaTions  " 

UNCTAD  United  Nations  Conference  on  Trade 
and  Development 

UNDP  the  United  Nations  Development 

Program 

UNDRO  :  United  Nations  Disaster  Relief  Or- 
ganization 

UNEP  :  United  Nations  Environmental  Pro- 
gram 

UNESCO  :  The  United  Nations  Educational, 
Scientific,  and  Cultural  Organization 

UNFPA  :  United  Nations  Fund  for  population 
activities 

UNHCR  :  United  Nations  High  Commissioner 
for  Refugees 

UNICEF  :  United  Nations  (International) 
Children's  (Emergency)  Fund 

UNIDO  United  Nations  Industrial  Develop- 

ment Organization 

UNITATR  :  United  Nations  Institute  for  Training 
and  Research 

UNRWA  :  the  United  Nations  Relief  and  Works 
Agency  for  Palestine  refugees 

UPO  :  Universal  Postal  Union 

WFP  :  World  Food  Program 

WHO  :  the  World  Health  Organization 

WlPO  :  World  Intellectual  Property  Organ- 
ization 

WMO  :  World  Meterological  Organization 

WTO  :  World  Trade  Organization 
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INTRODUCTION 


IT  IS  the  fate  of  most  Indonesianists 
who  carry  out  historical  research  that 
he  or  she  must^pbssess  some  modicum 
of  skill  in  reading  Dutch-language  material. 
The  reason  is  simple.  Until  the  1940/1 950s, 
almost  all  publications  concerning  the 
fonmer  Dutch  colony  were  published  in  the 
language  of  the  colonizer.  It  may  even  be 
said  that  the  Netherlands  enjoyed  a 
factual  research  monopoly  in  Indonesian 
studies.  Such  power  over  the  production 
of  knowledge  and  the  'knowing  the  world', 
as  we  know  from  post  colonial  studies, 
enabled,  and  in  many  ways,  determined 
the  colonial  endeavor.  It  is,  therefore,  not 
surprising  that  foreign  research  concerning 
Indonesia  has  always  been  a  matter  of 
strategic  importance,  for  not  only  Indone- 
sian scholars,  but  also  the  political  elite  of 
the  Republic  of  Indonesia. 

Over  the  last  50  years,  how  has  the 
situation  changed?  Do  the  Netherlands 
(here  read,  intellectualism  and  academic 
institutions)  still  dominate  In  the  field  of 


research  on  Indonesia?  Or  has  their  pos- 
ition shifted  from  the  center? 

This  articJe  surveys  some  basic  quant- 
itative trends  in  international  Indonesian 
studies  in  the  1990s.  The  source  material 
is  taken  from  Excerpta  Indonesica,  the 
bibliographical  periodical  published  twice 
a  year  at  the  KITLV  in  Leiden  (The  Nether- 
lands). Excerpta  Indonesica  provides  a 
unique  source  in  that  it  renders  annotated 
citations  for  most  articles  contributed  in 
journals  and  readings  published  on  Indo- 
nesia. The  claimed  scope  is  world-wide, 
although  certain  countries  are  more  fav- 
ored than  others.  This  is  traditionally  true 
for  articles  published  in  the  Netherlands. 
In  the  1990s,  a  great  emphasis  was  also 
placed  on  material  from  Indonesia  itself. 
This  seems  to  constitute  a  shift  in  at- 
tention from,  for  instance,  the  1970s. 

However,  there  are  certain  gaps  in  the 
coverage  of  publications  from  other  coun- 
tries, including  those  whose  national 
language  is  less  accessible.  All  in  all, 
Excerpta  Indonesica  can  be  seen  as  one  of 
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the  most  important  filters  or  gatekeepers 
in  Indonesian  studies. 

THE  SAMPLE 

Excerpta  Indonesica  renders  an  addi- 
tional service,  important  for  the  purpose  of 
the  present  study,  in  every  edition  since 
the  early  1990s:  the  introduction  typic- 
ally includes  general  statistics  indicating 
the  numbers  of  contributions  on  Indonesia 
fisted  ^ccordingto  country  of  .^publication.  : 
Such  a  helpful  indicator  demonstrates  the 
net  balance  of  publications  in  journals, 
readings,  and  so  on.  Since  the  production 
of  these  publications  Ts  usually  linked  to  " 
the  centers  of  Indonesian  studies,  thPs  in- 
dicator says  something  about  the  inter- 
national attractivity  and  importance  of  the 
various  national  centers  of  Indonesian 
studies.  On  the  other  hand,  this  indicator 

Table  1 

NUMBER  OF  INDONESIANIST 
CONTRIBUTIONS  BY  COUNTRY  OF 

PUBLICATION 
(in  Excerpta  Indonesica,  No.  61,  2000) 


Indonesia  (id) 

129 

Netherlands  (nl) 

61 

Australia  (au) 

23 

Great  Britain  (gb) 

18 

France  (fr) 

18 

United  States  (us) 

13 

Italy  (it) 

12 

Singapore  (sg) 

9 

Germany  (de) 

7 

Russia  (ru) 

6 

Malaysia  (my) 

6 

Japan  (jp) 

6 

Philippines  (ph) 

1 

Canada  (ca) 

1 

contains  within  itself  a  certain  bias,  disfavor- 
ing small  countries  with  few  researchers, 
as  well  as  less  publicized  publication  op- 
portunities for  an  international  audience. 

A  randomly  chosen  example  of  one  of 
these  small  statistics  of  Excerpta  Indonesica 
looks  as  follows  (Table  1). 

Indeed,  a  single  edition  of  Excerpta  In- 
donesica cannot  be  taken  as  representative 
for  the  overall  ranking  of  the  countries 
concerned.  For"  instance,  it  often  happens" 
that  several  concurrent  articles  taken  from 
the  same  foreign  journal  are  excerpted  in 
the  same  number.  The  small  statistic 
"above"  can  thus  be  misleading  in  "that  it  " 
suggests  more  publications  for  that  coun-  ~  - 
try,  when  in  fact  they  were  only  covered 
in  the  same  edition  of  Excerpta  Indonesica. 

RANKING  BY  COUNTRY 

A  much  better  impression  of  quantitative 
trends  in  international  Indonesian  studies 
can  be  had  when  we  aggregate  the  avail- 
able statistics.  Table  2  presents  all  editions 
of  Excerpta  Indonesica  since  the  introduc- 
tion of  the  small  national  statistics  in  1992. 

The  analysis  of  the  aggregate  numbers 
of  the  1990s  shows  in  which  countries  the 
most  publications  on  Indonesia  appeared. 
The  top  rank  for  Indonesia  demonstrates 
that  the  enormous  investments  in  the  edu- 
cation sector  since  Independence  have 
drastically  shifted  the  balance  in  the  pro- 
duction of  knowledge  concerning  Indone- 
sia. In  other  words,  more  Indonesians  are 
writing  their  own  story,  on  their  own  terms; 
thus  forcing  the  international  community 
of  scholars  to  shift  not  only  its  assump- 
tions concerning  what  is  or  Is  not  a  viable 
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Table  2 


Year/ 


Total 


NUMBER  OF  INDONESIANIST  CONTRIBUTIONS 
BY  COUNTRY  OF  ORIGIN  IN  THE  1990S 


country 

1992 

1993 

1994 

1995^ 

1996 

1997 

1998 

1 999 

1  -7  _7  J 

1  Oldl 

Indonesia 

292 

288 

236 

89 

209 

182 

156 

137 

204 

1793 

Netherlands 

94 

155 

119 

89 

167 

87 

114 

93 

136 

1054 

USA 

45 

69 

96 

15 

65 

81 

53 

47 

50 

521 

Australia 

72 

57 

68 

30 

41 

53 

51 

100 

45 

517 

Great  Britain 

22 

42 

42 

28 

48 

74 

57 

51 

35 

399 

France 

8 

34 

34 

20 

24 

25 

21 

29 

37 

232 

Germany 

10 

30 

34 

24 

40 

23 

40 

1 1 
1  1 

*>  Q 1 2 

-  Singapore 

.1.1 

28 

_  33 

6 

14 

1  Q 

1  0  - 

16 

168 

Japan 

14 

26 

13 

5 

1 1 

40 

7ft 

Q 

Q 

1 54 

Malaysia 

25 

33 

...13 

10 

17 

1 1 

1  Q 

7 

/  -. 

0 

145  . 

Russia 

2 

2 

'3 

0 

7 

1  A 

0 

93 

Switzerland 

1 

10 

6 

0 

15 

0 

0 

2 

J 

j/ 

India  ' 

4 

18 

5 

X) 

U 

0 

35 

-  Canada - 

■  --5 

3 

6 

0 

0 

1- 

1. 

1 

1  . 
1 

1 
1 

IB 

Philippines 

J 

3 

2 

2 

1 

1 
1 

z 

n 
U 

c 
3 

1 7 

Italy 

0 

1 

1 

0 

0 

1 

0 

n 

1  ■? 

1 0 

Thailand 

0 

4 

4 

2 

1 

1 

n 

1 
1 

1 

1 

14 
12 

Hongkong 

1 

0 

3 

0 

1 

1 

1 

1 

A 

Z 

0 

Belgium 

0 

1 

0 

0 

1 

1 

n 
0 

u 

U 

0 

10 

Denmark 

1 

8 

1 

n 

u 

u 

0 

1 

10 

New  Zealand 

0 

0 

1 

0 

1 
1 

1 
1 

z 

2 

0 

7 

Hungary 

0 

0 

0 

0 

1 
1 

U 

2 

1 

4 

Sweden 

0 

1 

1 

0 

0 

0 

2 

n 
u 

A 

4 

Portugal 

0 

0 

1 

0 

0 

0 

0 

2 

0 

3 

Korea 

0 

0 

0 

0 

0 

0 

0 

2 

0 

2 

Fiji 

0 

0 

0 

0 

0 

0 

2 

0 

0 

2 

South  Africa 

0 

0 

0 

0 

0 

0 

2 

0 

0 

2 

Argentina 

0 

0 

0 

0 

2 

0 

0 

0 

0 

2 

Finland 

0 

0 

0 

0 

0 

0 

1 

0 

0 

1 
1 
1 
1 

Taiwan 

0 

0 

0 

0 

1 

0 

0 

0 

0 

Turkey 

0 

0 

1 

0 

0 

0 

0 

0 

0 

Sri  Lanka 

0 

1 

0 

0 

0 

0 

0 

0 

0 

5506 


Source:  Excerpta  Indonesica,  1992-2000. 


^There  was  only  one  edition  of  Excerpta  Indone- 
sica in  1995.  This  explains  the  low  numbers  for 
all  countries  in  that  year. 


The  numbers  for  Germany  are  too  high  by  about 
a  dozen,  and  those  for  Switzerland  too  low  for  the 
same  amount.  The  reason  is  that  Excerpta  Indone- 
sica erroneously  counted  publications  in  the  Swiss 
city  of  Chur  as  German  (in  1995). 
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'primary  source',  but  also  its  requirements 
concerning  language  acquisition.  It  is  no 
longer  possible  to  carry  out  viable  re- 
search concerning  Indonesia  without  pos- 
sessing the  ability  to  read,  write,  and  speak 
"  in  Bahasa  Indonesia. 

In  this  context,  it  is  interesting  to  see 
that  the  former  colonial  power  has  lost  most 
of  its  former  overwhelming  predominance 
in  Indonesian  studies.  There  is  no  longer 
a-monopoly,  there  is  not  even  a.majorjty,  a. 
third,  or  a  quarter  of  Indonesianist  publica- 
tions published  in  the  Netherlands.  If  we 
take  only  from  the  statistics  available  for 
the  1990s  via  fxcerpta  /nc/ones/ca,  less 
than  20%  of  all-published  articles  are  pro- 
duced by  Dutch  scholars.  It  can  be  pre- 
dicted that  the  recent  financial  cuts  in  the 
Dutch  university  system,  especially  in  In- 
donesian studies,  will  reduce  this  percent- 
age even  further  in  the  future. 

If  the  numbers  are  combined,  it  would 
appear  that  the  Anglo-Saxon  countries: 
USA  (521),  Australia  (517),  and  Great 
Britain  (399)  take  the  current  lead.  About 
a  quarter  of  all  contributions  (26%)  are 
currently  published  in  those  countries.  The 
comparatively  low  output  numbers  for 
American  universities  are  astonishing,  given 
the  fact  that  American  universities  are  of 
central  importance  in  many  other  dis- 
ciplines. Two  possibilities  come  to  mind 
to  explain  this  phenomenon.  On  the  one 
hand,  it  is  possible  that  Excerpta  Indonesica 
systematically  underrepresents  American, 
and  only  American,  contributions.  This 
interpretation  seems  rather  unprobable. 
Another  possibility  is  that  Indonesian 
studies  in  American  universities  are,  in  a 


certain  sense,  still  underdeveloped  if 
compared  to  those  in  other  industrialized 
nations.  If  this  underrepresentation  of  In- 
donesia continues,  one  might  ask  for  the 
consequences  of  American-Indonesian  re- 
lations in  the  future.  Or  can  we  see  here 
an  indicator  for  a  development  where  the 
US  as  the  claimed  only  remaining  super- 
power is  losing  that  status  in  Southeast 
Asia?  Russia,  the  other  superpower  of  the 
Cold  War  era,  occupies  now  rank  eleven 
:  in  the  :statistic"  of  Indonesianist  research  — 
output. 

The  next  astonishing  figure  in  this  con- 
text is  that  Australia  alone  which  has  about 
the  population  size  of  Jakarta,  is  almost  ^  . 
producing  as  much  Indonesianist  contri- 
butions as  the  only  remaining  superpower 
USA.  Apparently,  the  geographical  situation 
does  result  in  an  increased  attention  for 
the  immediate  neighbor.  This  is  also  true 
for  the  city-state  of  Singapore.  The  168 
publications  counted  for  that  country  do  of 
course  not  only  reflect  research  by  Singa- 
poreans, but  also  by  other  nationals  who  are 
granted  especially  good  research  and  pub- 
lication conditions  in  Singapore.  In  the 
cases  of  both  Australia  and  Singapore, 
political,  security,  and  economic  aspects 
might  have  induced  the  strong  emphasis 
on  Indonesian  studies.  With  the  increase 
in  the  political,  economic,  and  military  im- 
portance of  Indonesia  in  the  future,  Indo- 
nesian studies  in  these  two  countries  might 
continue  to  grow  accordingly. 

Having  looked  at  the  special  interest 
factors  that  constitute  the  background  for 
most  of  the  leading  countries  in  Indonesian 
studies,  the  statistical  rank  of  publications  in 
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France,  Germany,  and  Switzerland  is  a  bit 
surprising.  Here,  no  former  colonial  inter- 
ests have  resulted  in  shaping  Indonesian 
studies,  nor  do  these  European  countries 
pretend  to  be  superpowers,  nor  are  they 
direct  neighbors  of  Indonesia.  A  case-to- 
case  analysis  would  be  beneficial,  although 
a  first  impression  is  that  in  these  countries 
the  study  of  Indonesian  culture(s)  has  con- 
tributed much  to  the  emergence  of  the  pre- 
sent research  landscape. 

RANKING  ACCORDING  TO  RE- 
GIONS 

Although  funded  locally  or  nationally, 
Indonesian  studies  nowadays  tend  to  act 
more  and  more  in  regional  networks, 
covering  for  instance^North  America  or 


Europe  (including  Russia).  Conferences  like 
EUROSEAS  or  ECIMS  are  a  good  example 
for  this  trend.  Table  3  shows  the  rank  of 
the  Indonesianist  contributions  according 
to  the  three  major  research  regions,  Asia- 
Pacific,  Europe,  and  North  America. 

These  tables  show  very  clearly  that  the 
Asian-Pacific  countnes  themselves  are  now- 
adays the  most  important  academic  market 
for  Indonesian  studies.  Europe,  on  the  other 
hand,  has  lost  its  former  dominant  position. 
This  is  true  for  the  whole  continent,  includ- 
ing Russia,  and  not  only  for  the  former 
colonial  power  Netherlands.  North  Amer- 
ica, finally,  only  contributes  about  10% 
of  all  publications  on  Indonesia.  In  the 
Asian-Pacific  countries  alone,  such  publica- 
tions are  produced  about  six  times  more 
than  those  in  North  America. 


Table  3 


NUMBER  OF  INDONESIANIST  CONTRIBUTIONS 
BY  REGION  OF  PUBLICATION 


Asia-Pacific  (including  Indonesia): 
Year/ 

country  1992      1993       1994     1995     1996    1997    1998    1999    2000  Total 


Indonesia 

292 

288 

236 

89 

209 

182 

156 

137 

204 

1793 

Australia 

72 

57 

68 

30 

41 

53 

51 

100 

45 

517 

Singapore 

11 

28 

33 

6 

26 

14 

19 

15 

16 

168 

Japan 

14 

26 

13 

5 

11 

40 

28 

9 

8 

154 

Malaysia 

25 

33 

13 

10 

17 

13 

19 

7 

8 

145 

Philippines 

1 

3 

2 

2 

1 

1 

2 

0 

5 

17 

Thailand 

0 

4 

4 

2 

1 

0 

1 

1 

1 

14 

Hongkong 

1 

0 

3 

0 

1 

1 

4 

2 

0 

12 

New  Zealand 

0 

0 

1 

0 

1 

1 

2 

2 

0 

7 

Korea 

0 

0 

0 

0 

0 

0 

0 

2 

0 

2 

Fiji 

0 

0 

0 

0 

0 

0 

2 

0 

0 

2 

Taiwan 

0 

0 

0 

0 

1 

0 

0 

0 

0 

1 

Total  2832 


Source:  fxcerpta  Indonesica,  1 992-2000. 
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Europe: 

Year/ 
country 

1992 

1993 

1994 

1  99  S 

1  QQ7 

1  yyo 

1 999 

2000 

Total 

Netherlands 

94 

155 

119 

89 

167 

87 

114 

93 

136 

1054 

Great  Britain 

■22 

42 

42 

28 

48 

74 

57 

51 

35 

399 

France 

8 

34 

34 

20 

24 

25 

21 

29 

37 

232 

Germany 

10 

30 

34 

24 

40 

23 

40 

19 

1 1 

231 

Russia 

2 

2 

3 

0 

7. 

33 

24 

16 

6 

93 

Switzerland 

1 

10 

6 

0 

15 

0 

0 

2 

3 

37 

Italy 

0 

1 

1 

0 

0 

1 

0 

0 

13 

16 

Belgium 

0 

1 

0 

0 

1 

8 

0 

0 

0 

10 

Denmark  r 

1  ' 

:  -  8 

1 

~-  0 

—    0  - 

—  n 

--fi 

u 

1 

t- 

1  f\ 

Hungary 

0 

0 

0 

0 

0 

1 

0 

2 

1 

4 

Sweden 

0 

■  ■  1 

...  ^ 

0 

0 

0 

2 

0 

0 

4 

Portugal 

0 

0 

1 

0 

0 

0 

0 

2 

0 

3 

Finland    _.  , 

0 

0 

0 

0 

0 

0 

1 

0 

0 

1 

Total 

2094 

Source:  Excerpta  Indonesica,  1 992-2000. 


North  America: 


Year/ 

country 

1992 

1993 

1994 

1995 

1996 

1997 

1998 

1999 

2000 

Total 

USA 

45 

69 

96 

15 

65 

81 

53 

47 

50 

521 

Canada 

5 

3 

6 

0 

0 

1 

1 

1 

1 

18 

Total 

539 

Source:  Excerpta  Indonesica,  1992-2000. 


Others: 

Year/ 


country 

1992 

1993 

1994 

1995 

1996 

1997 

1998 

1999 

2000 

Total 

India 

4 

18 

5 

0 

2 

2 

4 

0 

0 

35 

South  Africa 

0 

0 

0 

0 

0 

0 

2 

0 

0 

2 

Argentina 

0 

0 

0 

0 

2 

0 

0 

0 

0 

2 

Turkey 

0 

0 

1 

0 

0 

0 

0 

0 

0 

1 

Sri  Lanka 

0 

1 

0 

0 

0 

0 

0 

0 

0 

1 

Total 

41 

Source:  Excerpta  Indonesica,  1 992-2000. 
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CONCLUSION 

The  analysis  of  the  statistics  of  Excerpta 
Indonesica  from  1992  to  2000  shows  some 
very  clear  trends: 

1.  The  Netherlands,  previously  of  over- 
whelming importance  in  Indonesian 
studies,  now  contributes  less  than  20% 
of  all  publications  on  Indonesia.  This 
means  that  a  dramatic  change  has  taken 
place  if  compared  with  the  situation  that 
still  prevailed  just  40  to  50  years  ago. 

2.  Europe  Fn  "general  has  lost  its  leading 
position  in  Indonesian  studies. 

3.  Most  productive  in  research  and  publish- 
ing about  Indonesia  are  now  Indone- 
sians themselves.  This  has  consequ- 
ences in  many  fields.  It  implies  also 
a  better  language^training  for  foreign 
Indonesian ists.  This  means  that  it  is  de- 
finitely no  longer  possible  to  publish 
about  Indonesia  without  taking  into 


account  what  is  written  by  Indonesians 
and  in  Indonesian. 

4.  The  leading  market  for  Indonesian  studies 
is  now  in  the  Asian-Pacific  countries, 
including  Australia. 

5.  The  United  States,  despite  their  role  as 
the  only  remaining  superpower,  do  not 
play  a  central  role  in  publications  on 
Indonesia  in  the  1990s.  In  faa,  American 
contributions  are  only  about  20%  of 
the  European  as  well  as  of  the  Asian- 
Pacific  output.  The  question  is  whether 

-  --  these  numbers  reflect  a  general  lack  of 
"  attention  for  Indonesia  and  fndonesian 
studies  in  the  USA  in  the  r990s,  and 
whether  this  might  have  long-term  con- 
sequences for  the  American  influence  in 
Indonesia.  Since  Indonesia  is  not  only 
the  most  populous  Islamic  country,  but 
also  possesses  a  central  strategic  import- 
ance in  Southeast  Asia  and  beyond, 
this  academic  neglect  of  Indonesia  in 
the  US  could  result  in  serious  strategic 
consequences. 
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Some  Possible  Impacts  of  Regional 
Autonomy:  West  Sumatra  Case* 

Sjafrizal 


INTRODUCTION 

N  1  JANUARI  2001  the  Govern- 
I-  1  .rnent.  of  Indonesia  publicly  an- 
Vi— ^  nounced  to  start  the  implement- 
ion  of  regional  autonomy  throughout  the 
country.  Under  this  regional  autonomy,  the 
local  governments  are  given  more  auth- 
ority to  decide  and  formulate  the  devel- 
opment policies  suitable  to  promote  their 
respective  regions.  Moreover,  the  central 
government  has  also  allocated  more 
public  fund  to  all  regions  to  support 
the  implementation  of  regional  auto- 
nomy and  encourage  a  more  equitable 
allocation  of  public  fund  between  cen- 
tral and  regional  governments.  It  is  ex- 
pected that  with  the  implementation  of  re- 
gional autonomy  the  process  of  regional  de- 
velopment could  be  promoted  and  at  the 
same  time  regional  inequality  could  also 
be  reduced  substantially. 

Nonetheless,  it  is  rather  premature  at 
this  time  to  evaluate  the  impacts  of  regional 
autonomy,  since  the  implementation  has 
just  started.  The  impacts  of  regional  eco- 
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nomy  may  be- observecf  'at  least' one  year 
after  its  implementation.  Therefore,  the 
evaluation  of  the  impacts  of  regional  eco- 
nomy presented  in  this  paper  could  not  be 
based  entirely  on  the  existing  situation  but 
rather  partly  on  the  prediction  derived 
from  the  laws  and  regulation  related  to 
the  regional  autonomy.  The  analysis  starts 
with  the  concept  of  regional  autonomy 
and  an  overview  of  West  Sumatra  eco- 
nomy. Based  on  these  descriptions,  this 
paper  then  analyzes  some  impacts  of  re- 
gional autonomy  in  the  West  Sumatra  re- 
gional development.  Finally,  some  suggest- 
ions are  also  presented  to  enhance  the 
implementation  of  regional  autonomy  in 
the  future. 

THE  CONCEPT  OF  REGIONAL  AUTO- 
NOMY 

The  concept  of  regional  autonomy  in 
Indonesia  is  based  on  the  two  new  laws 
stipulated  in  1999.  First,  Law  No.  22/1999 
that  provides  basic  rules  for  the  distri- 
bution of  authority  between  the  central 
and  the  regional  government  in  managing 
the  regional  development  activities.  In  this 
case,  decentralization  of  development 
activities  is  promoted  by  transferring  more 
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authorities  from  central  government  to  re- 
gional government,  particularly  to  the  cities 
and  counties.  Second,  Law  No.  25/1999 
that  contains  rules  for  a  more  balance  dis- 
tribution of  public  fund  between  the  central 
and  the  regional  government.  To  this  end, 
the  regional  government  is  given  a  new 
allocation  of  public  fund  called  "equal- 
ization fund'  {dana  perimbangan)  and  the 
fiscal  decentralization  is  applied  to  support 
the  implementation  of  regional  autonomy. 

Decentralization  of  Development 
Activities 

 The  main  objective  of  regional  auto- 
nomy is  to  promote  the  decentralization 
of  development  activities.  This  is  important 
to  facilitate  a  more- efficient  process  of  re- 
gional development  in  which  regional  gov- 
ernments are  respectively  given  more  auth- 
ority to  decide  what  is  best  for  their  own 
regions.  Moreover,  each  region  is  allowed 
to  formulate  its  own  suitable  development 
policies  by  considering  its  economic  and 
social  potential  as  well  as  major  problems 
it  has  to  face.  Such  a  decentralization 
effort  is  made  as  an  adjustment  to  the  pre- 
viously centralized  development  policies 
that  have  been  realized  to  be  inefficient. 

The  decentralization  of  regional  devel- 
opment activities  is  promoted  by  providing 
more  authorities  to  regional  governments. 
As  contained  in  Law  No.  22/1999,  author- 
ities of  central  government  are  to  be  re- 
duced to  only  several  sectors,  i.e.,  defense, 
foreign  politics,  court  and  justice,  fiscal  and 
monetary  as  well  as  religion.  Authorities  of 
the  Provincial  Government  are  also  reduced 
to  the  extent  of  intercity  and  county  de-  ' 


velopment  activities,  such  as  intercity  trans- 
portation and  communication,  plantation 
and  forestry.  While  cities  and  counties  are 
given  more  authorities  to  manage  their 
development  process,  yet  they  should  not 
exceed  the  uthorities  of  central  and  pro- 
vincial governments. 

Fiscal  Decentralization 

As  contained  in  Law  No.  25/1999,  the 
implementation  of  the  regional  autonomy 
includes  fiscal  decentraHzation.  Such  de- 
centralization is  particularly  important  to 
minimize  the  imbalance  in  the  allocation 
of  national  public  fund  and  to  promote  a 
more  equal  distribution  of  national  re- 
sources. As  mentioned  earlier;  with  the 
stipulation  of  this  new  law,  the  central 
government  should  allocate  the  available 
equalization  fund  to  the  respective  regions. 
This  equalization  fund  consists  of  3  ele- 
ments, i.e.,  allocation  fund  taken  from  the 
natural  resource  revenues,  general  alloca- 
tion fund,  and  specific  allocation  fund. 
The  equalization  fund  is  allocated  in 
terms  of  block  grant  in  which  the  regional 
governments  can  determine  themselves 
the  use  of  the  fund  without  any  inter- 
vention from  the  central  government. 
Furthermore,  regional  governments  are 
also  allowed  to  get  loans  to  finance 
the  development  projects  either  from  dom- 
estic or  from  foreign  countries  through 
the  centra!  government  as  long  as  they 
comply  with  the  existing  rules. 

The  objective  of  fiscal  decentralization 
is  to  promote  the  efficiency  in  the  use  of 
the  public  fund  in  accordance  with  the 
local  needs.  This  is  very  important  because 
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the  use  of  public  fund  during  the  central- 
ization era,  as  a  matter  of  fact,  had 
created  high  inefficiency  as  it  was  not 
spent  appropriately  and  not  necessarily 
used  to  fulfill  the  local  needs.  This 
happened  particularly  since  the  central 
government  used  to  apply  common  pol- 
icies for  different  regions;  whereas  social 
problems  and  economic  potentials  of 
each  regions  vary  due  to  differences 
in  geographic  as  well  as  demographic 
conditions.  The~fiscal  decentralization  is 
therefore  expected  to  reduce  complicated 
bureaucracy  and  to  curb  the  prevailing 
leakage  of  public  fund  caused  by  col- 
lusions, nepotism  and  corruptions. 

IMPACTS  OF  REGIONAL  AUTONOMY 

An  analysis  on  the  impacts  of  regional 
autonomy  in  West  Sumatra  province  is  per- 
formed using  a  rather  simple  way  that  is 
by  comparing  condition  before  and  after 
its  implementation.  Logically,  it  is  expected 
that  condition  for  particular  variable  will 
be  better  after  the  implementation  of  re- 
gional autonomy.  In  this  case,  the  analysis 
is  focused  on  4  major  elements:  (1)  man- 
agement of  regional  development  by  the 
local  government;  (2)  regional  development 
finance;  (3)  local  ego  and  ethnic  supre- 
macy; and,  (4)  regional  inequality  in  devel- 
opment performances. 

Management  of  Regional  Development 

The  regional  autonomy  in  Indonesia  is 
conducted  in  response  to  the  ineficient 
management  of  the  previous  centralized  re- 
gional development  in  which  misal location 
of  the  regional  resources  was  widespread. 


The  implementation  of  regional  autonomy 
allows  the  authority  to  be  delegated  from 
the  central  to  the  regional  government.  It 
aims  to  perform  a  more  decentralized  re- 
gional development  management  so  that 
the  complexity  of  bureaucracy  could  be  re- 
duced significantly,  and  local  participation 
could  be  fully  utilized.  In  doing  so,  one 
can  expect  that  regional  development 
process  can  be  performed  in  a  more  effici- 
ent way.  The  regional  economic  growth 
could  therefore  be  promoted  "ahd  regtonal 
economic  inequality  can  be  minimized. 

One  way  of  delegating  central  authority 
is  by  eliminating  the  regional  represent-  — 
ative  office  of  central  government  {kanwil)  — 
and  transform  it  into  the  regional  govern- 
ment body  (dinas)  including  restructuring 
the  employees  and  the  financial  supports. 
Thus  far,  the  transformation  of  these  gov- 
ernment institutions  has  not  been  executed 
fully  and  some  of  them  are  still  in  their 
former  status.  Furthermore,  the  central  gov- 
ernment has  also  allocated  necessary  finan- 
cial support  as  part  of  the  General  Alloc- 
ation Fund  {Dana  Alokasi  Umum  or  DAD) 
to  provide  salaries  for  civil  servants  formerly 
employed  by  the  central  government  who 
are  now  under  the  responsibility  of  the  re- 
gional government.  For  regions  which  have 
relatively  small  portion  of  DAU,  transferring 
employees  from  the  central  to  regional 
government  has  posed  some  serious  prob- 
lems because  larger  portion  of  the  local 
budget  has  to  be  allocated  to  support  the 
routine  budget  and  less  fund  is  available 
for  the  development  projects. 

Another  implication  of  transferring  autho- 
rity from  the  central  to  the  regional  govern- 
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merit  is  that  the  responsibility  of  regional 
government  will  be  limited  to  the  county 
and  cities  governments.  In  turn,  the  provin- 
cial government  has  to  reorganize  its  ad- 
ministration, and  those  with  limited  financial 
capability  tend  to  establish  a  rather  smaller 
organization  for  more  efficient  work.  But 
the  county  and  cities  governments  may  en- 
large its  organizations  in  response  to  more 
authorities  provided  by  the  central  govern- 
ment. Most  of  the  regions  have  condurted 
such  reorganization  in  the  early  2001  to 
adjust  themselves  to  the  new  regional  gov- 
ernment authorities  as  well  as  the  local 
budget  condition. 


Fiscal  Decentralization 

The  implementation  of  regional  auto- 
nomy would  give  very  significant  impacts  to 
the  regional  development  fund  and  the 
fiscal  decentralization  as  well.  To  support 
the  implementation  of  the  regional  auto- 
nomy, some  additional  proportion  of  fund 
is  allocated  for  each  region  to  create 
balanced  financial  capabilities  between  the 
central  and  the  regional  governments.  Due 
to  different  natural  resource  endowment, 
the  proportion  of  additional  allocation  of 
fund  for  each  region  may  not  be  the  same. 
For  instance,  region  that  produces  oil  and 
natural  gas  will  get  more. 


Table  1 


PROPORTION  OF  REGIONAL  DEVELOPMENT  FUND  ALLOCATED 
TO  PROVINCE  AND  COUNTIES/CITIES 
IN  WEST  SUMATRA  1999/2000  AND  2001 
(in  Rp.  Billions) 


Type  of  Regional  Fund 


RA- Regional  Autonomy 
♦Estimated  figure 


Before  RA  (1 999/2000)        After  RA  (2001 ) 


Value 


% 


Value 


/o 


A.  Provincial  Development  Fund 

2,191.2 

83.9 

1,219.5 

34.1 

1.  General  Allocation  Fund 

2.  Specific  Allocation  Fund 

3.  Development  Subsidies 

4.  Routine  Subsidies 

5.  Local  Budget 

45.7 
82.4 
1,605.0 
373.2 
84.9 

130.7 

200.0* 

409.5 

322.7 

156.6 

B.  Counties  and  Cities 
Development  Fund 

500.3 

16.1 

2,346.0 

65.9 

1.  General  Allocation  Fund 

2.  Specific  Allocation  Fund 

3.  Local  Budget 

77.2 
254.3 
168.8 

1,523.2 
700.0 
122.8 

Total 

2,691.5 

100.0 

3,565.5 

100.0 

Source:  West  Sumatra  Regional  Development  Agency  (Bappeda). 
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Compared  to  the  resource  rich  regions, 
such  as  the  provinces  of  Riau,  East  Kali- 
mantan, Aceh  and  Irian  Jaya,  additional 
fund  allocated  to  support  the  implementat- 
ion of  regional  autonomy  in  West  Sumatra 
Province  seems  to  be  much  lower.  At  the 
same  time,  subsidies  from  the  central  govern- 
ment to  execute  the  regional  development 
projects  for  each  region  are  now  being  re- 
duced as  well.  In  fact,  there  is  an  increase, 
albeit  not  too  high,  in  the  total  regional 

—  development  fund- allocated  for  West  Su- 
matra after  the  implementation  of  regional 
autonomy.  As  shown  in  Table  1,  total  re- 
gional budget  in  1999/2000  was  Rp2,691.5 

-  billion  and  increases  to  Rp3,565.5  billion 
in  the  year  2001.  In  the  two  consecutive 
budget  years  the  regional  development 
fund  for  West  Sumatra  Province  increased 
by  only  about  15,1%  annually.  Taking 
into  account  of  107o  average  inflation 
rate,  then  it  suggests  that  in  terms  of 
real  value,  positive  impact  resulting  from 
an  increase  in  the  regional  development 
fund  seems  to  be  insignificant.  How- 
ever, this  conclusion  may  not  be  true  for 
the  resource  rich  regions  where  they  can 
get  much  more  fund  allocated  based 
on  the  government  revenues  from  the  ex- 
ploitation of  natural  resources  in  the  regions. 

Another  negative  impact  of  regional 
autonomy  is  a  significant  increase  in  the 
local  government's  routine  budget  as 
a  consequence  of  transferring  a  number  of 
the  central  government's  employees  to  the 
regions.  Although  figures  in  Table  1  indi- 
cates that  the  value  of  the  General  Alloca- 
tion Fund  increases  about  five  times,  but 
more  than  half  of  the  fund  has  to  be  used 
to  pay  the  salaries  of  the  former  central 


government  employees.  Such  significant 
increases  in  the  routine  budget  automatic- 
ally reduces  the  fund  available  for  develop- 
ment budget.  In  addition,  the  increase  in 
the  routine  budget  may  also  result  from 
the  increased  honorarium  for  the  govern- 
ment structural  officials  and  members  of 
local  parliament.  Actually,  the  central  gov- 
ernment has  made  new  regulation  to  deter- 
mine the  maximum  amount  of  the  monthly 
local  parliament  honorarium  (Government 
Regulation  No.  101/2000).  However,  to  the 
provincial  government  of  West  Sumatra 
that  regulation  has  not  yet  been  in  effect, 
despite  the  small  portion  of  its  local  budget. 

Based  on  Law  No.  25/1999,  counties 
and  cities  are  given  more  autonomy  com- 
pared to  provincial  governments.  The 
main  reason  is  that  counties  and  cities 
are  closer  to  their  people  as  compared 
to  provincial  governments.  Thus,  by  giving 
more  autonomy  to  the  counties  and 
cities  regional  governments,  one  can  ex- 
pect that  people  may  get  more  benefits 
from  the  regional  development  process. 
This  can  be  observed  in  the  regional  de- 
velopment fund  distributed  to  the  counties 
and  cities  in  West  Sumatra  province. 

As  presented  in  Table  1,  the  total  value 
of  regional  development  fund  allocated 
for  West  Sumatra  province  for  the  fiscal 
year  1999/2000  was  Rp2,191.2  billions 
accounted  for  83.9%,  but  reduced  to 
Rpl,219.5  billions  (34,1%)  in  the  fiscal  year 
of  2001.  Meanwhile,  the  total  regional 
development  fund  allocated  to  counties 
and  cities  governments  in  the  fiscal  year 
1999/2000  was  only  Rp500.3  billions 
accounted  for  16,1%.  But  in  the  year  2001, 
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the  proportion  has  increased  significantly 
to  Rp2, 346.0  billions  that  is  accounted 
for  about  65.9%.  Such  a  change  in  re- 
gional allocation  of  development  fund  to 
counties  and  cities  seems  to  be  significant, 
which  suggests  that  the  implementation  of 
regional  autonomy  in  the  fiscal  decentral- 
ization already  shows  a  positive  sign. 

Another  positive  impact  occurs  due  to 
the  distribution  of  the  General  Allocation 
Fund  in  the  form  of  block  grant  in  which 
the  regiopfal  government- can  determine  by 
themselves  the  use  of  fund  without  the 
central  government's  intervention.  This  is 
a  positive  aspect  of  the  fiscal  decentral- 
ization, "as  the^regional  government  Ts 
given  more  authority  to  use  available  fund 
in  accordance  with-the  needs  of  respective 
regions.  With  it  being  implemented,  the  re- 
gional government  is  expected  to  perform 
its  tasks  more  efficiently,  thereby  resulting 
in  a  simpler  administration  procedure  for 
project  implementation. 

Regional  Development  Planning 

The  implementation  of  regional  auto- 
nomy in  West  Sumatra  gives  also  signific- 
ant impacts  to  the  regional  development 
planning  process.  LJnIike  the  previous 
planning  system  that  used  to  be  more  sec- 
toral, the  current  system  is  now  moving 
toward  a  more  regional  approach.  This 
means  that  in  the  regional  development 
planning  more  attentions  are  now  given  to 
the  region's  varied  social  and  economic 
potentials  and  its  specific  resources.  As 
mentioned  elsewhere,  the  regional  govern- 
ments can  therefore  decide  their  own  de- 
velopment policies  as  well  as  projects  ne- 


cessary to  promote  the  regional  develop- 
ment without  intervention  from  the  central 
government. 

With  respect  to  plan  formulation,  a  sign- 
ificant change  has  also  been  carried  out. 
During  the  previous  centralization  era,  the 
development  plans  at  the  national  and 
regional  levels  used  to  be  formulated  in 
the  same  form.  The  National  Five  Years 
Plan  (REPELITA)  is  formulated  in  the  same 
structures  as  that  of  the  regional  level. 
Today,  the  central  government  formulates 
only  macro  planning  that  is  called  'PRO- 
PENAS'  which  emphasizes  on  major  na- 
tional problems  and  agenda.  But  regional 
governments,  particularly  counties  and 
cities,  formulate  more  detaifed  plans  in 
accordance  with  their  regional  problems 
and  potentials.  Planning  scope  at  the 
provincial  level  is  also  rather  limited  in 
accordance  with  its  government  authorities. 

The  process  for  project  formulation  has 
also  been  simplified  to  reduce  the  muddled 
state  of  bureaucracy.  Projects  to  be  imple- 
mented in  each  budget  year  are  usually 
formulated  through  the  Development  Co- 
ordination Meeting  (Rapat  Koordinasi  Pem- 
bangunan  or  RAKORBANG)  at  each  regional 
level.  In  the  past,  such  a  coordination  meet- 
ing took  so  much  time  and  final  decision 
was  mostly  made  by  the  central  govern- 
ment. Therefore,  only  few  projects  proposed 
from  the  "bottom'  are  approved  by  the 
central  government.  Starting  from  this  year, 
such  a  coordination  meeting  is  conducted 
only  for  small  number  of  projects  financed 
by  the  central  government.  Those  that  are 
financed  by  the  regional  government  do 
not  have  to  pass  through  such  a  coordin- 
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ation  meeting,  and  they  can  be  formulated 
directly  by  the  regions  themselves. 

As  a  consequence  of  such  a  significant 
change  in  the  regional  planning  formulation 
and  process,  the  role  of  Regional  Planning 
Agency  (BAPPEDA)  becoming  more  import- 
ant than  it  used  to  be.  This  is  particularly 
true  for  the  counties  and  cities  level  where 
the  regional  autonomy  is  given  in  full  scale. 
But  a  new  problem  has  now  aroused  since 
_  Regional  Planning  Agency  at  the  counties 
and  cities  level  has  so  far  remained  'weak' 
and  lack  qualified  regional  planners  to  per- 
form an  effective  and  efficient  planning 
tasks. 

increasing  Local  Ego  and  Ethnic  Supre- 
macy 

One  of  the  negative  effects  resulting  from 
the  implementation  of  regional  autonomy 
at  present  is  an  increase  in  local  ego  and 
ethnic  supremacy  of  the  indigenous  people. 
Such  a  tendency  appears  in  recruitment  of 
employees  and  in  assigning  officials  or 
managers  for  imtx)rtant  positions  by  giving 
priority  for  local  ethnic  group.  Their  main 
argument  is  to  promote  the  position  of  local 
ethnic  group  that  has  been  far  behind  the 
emigrants.  But  such  a  behavior  tends  to  dis- 
regard quality  and  capability  of  the  persons 
to  be  recruited  and  promoted.  This  seems 
to  be  a  negative  impact  that  could  elim- 
inate the  competitiveness  that  is  necessary 
element  in  promoting  the  quality  of  local 
government  officials. 

However,  there  is  a  positive  sign  en- 
couraged by  the  implementation  of  re- 
gional autonomy  in  West  Sumatra  Province 
-  that  is,  the  increasing  willingness  of  in- 


digenous people  to  return  to  the  traditional 
Minangkabau  culture.  One  of  the  signific- 
ant decisions  made  by  West  Sumatra  pro- 
vincial government  to  facilitate  this  effort 
is  by  changing  the  villages  into  the  trad- 
itional type  called  'nagari'.  The  decision  to 
return  to  the  nagari  governmental  system 
has  just  formally  declared  through  the  local 
parliament  decree  a  few  months  ago. 
Through  such  a  traditional  system,  each 
village  is  given  more  autonomy  to  manage 
their  people  without  too  much  intervention 
from  the  provincial  government  as  well 
as  the  central  government.  Moreover,  the 
chairman  of  each  nagari,  called  'wali 
nagari'  will  be  elected  directly  by  the 
villagers.  Therefore,  by  returning  to  the 
nagari  governmental  system,  local  people 
expect  that  a  more  democratic  system  can 
be  applied  at  the  village  level.  At  the 
same  time,  such  a  system  can  also  pro- 
mote the  social  unity  among  the  villagers 
as  well  as  social  responsibility  to  their 
village  development  process. 

Returning  to  the  traditional  Minangka- 
bau village  ruling  system,  however,  may 
create  several  problems  in  the  near  future. 
First,  there  will  be  a  lot  of  problems  re- 
lated to  the  land  ownership.  This  is  be- 
cause of  the  traditional  Minangkabau 
law  on  land  ownership  in  many  aspects 
is  not  coincide  with  the  national  law. 
The  problem  of  land  ownership  may  hinder 
regional  development  activities,  particul- 
arly in  the  cities  where  the  residents  are 
not  only  indigenous  people  but  also  a 
lot  of  migrants  from  other  areas  who  have 
become  the  city  citizens.  Second,  the 
number  of  people  practicing  Minangka- 
bau tradition  itself  is  now  becoming  very 
limited;    they    mostly   belong   to  old 
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generation  and  live  in  villages.  The  young 
generation  who  live  in  cities  mostly  do 
not  follow  the  Minangkabau  tradition 
anymore  and  most  of  them  consider  the 
tradition  is  only  reflected  in  the  wedding 
ceremonials  or  traditional  dancing.  There- 
fore, returning  to  the  nagari  village  ruling 
system  may  not  be  successfully  implemented 
in  the  future  due  to  limited  number  of 
people  leading  the  traditional  Minangkabau 
way  of  life. 

Increasing  Regional  inequality  - 

Another  negative  impact  of  regional 
autonomy  can  be  seen  in  the  increase  in 
regional  inequality.  This  is  because. the 
pattern  of  regional  distribution^  of  central 
government  development  fund  is,  in  fact, 
biased  toward  resource  rich  regions.  As 
stated  in  the  fiscal  decentralization  law 
that  regions  with  oil  and  natural  gas  re- 
sources are  eligible  to  have  15%  allocation 
from  the  net  value  of  production.  Since 
the  value  of  oil  and  natural  gas  product- 
ion are  relatively  high,  then  allocation  of 
fund  for  resource  rich  region  tends  to  be 
equally  high  as  compared   to  those  regions 
that  do  not  have  such  natural  resources. 
Consequently,  the  resource  rich  regions 
would  be  able  to  promote  their  eco- 
nomic growth  much  faster  compared  to 
other  regions  in  the  country.  Therefore, 
overall  regional  inequality  tends  to  gradu- 
ally increase  which  could  create  high  social 
tensions  in  the  society  that  may  further  lead 
to  the  national  disintegration. 

Regional  inequality  in  Indonesia  has 
already  been  very  high  particularly  within 
the  last  two  decades.  By  using  the  so- 
called  'Williamson  Index'  (Sjafrizal  2000), 


the  regional  inequality  in  Indonesia  is 
relatively  high  compared  to  those  of  other 
developing  countries.  Moreover,  the  re- 
gional inequality  also  tends  to  increase 
gradually  in  the  last  three  decades  with 
some  fluctuation  (Table  2).  With  the 
implementation  of  regional  autonomy, 
such  a  tendency  of  regional  inequality 
may  become  worse  and  more  serious. 
This  is  one  of  negative  impacts  that 
has  to  be  solved  by  the  government  as 
soon  as  possible.  Without  such  efforts, 

-implementation  of  regional  autonomy 
may  encourage  increasing  regional  in- 
equality that  potentially  create  social 
tension  and  prejudice  among  people 

-across  the  regions.       -  - 

Table  2 


REGIONAL  INEQUALITY  INDEX 
IN  INDONESIA  1971-1998* 


Year 

Regional 

Inequality 

Index 

Year 

Regional 

Inequality 

Index 

1971 

0.396 

1985 

0.494 

1972 

0.406 

1986 

0.474 

1973 

0.415 

1987 

0.471 

1974 

0.483 

1988 

0.465 

1975 

0.462 

1989 

0.493 

1976 

0.415 

1990 

0.484 

1977 

0.396 

1991 

0.536 

1978 

0.429 

1992 

0.535 

1979 

0.417 

1993 

0.544 

1980 

0.425 

1994 

0.643 

1981 

0.445 

1995 

0.653 

1982 

0.438 

1996 

0.654 

1983 

0.498 

1997 

0.671 

1984 

0.515 

1998 

0.605 

*Data  used  exclude  oil  and  gas 


Source:  Calculated  from  Central  Bureau  of 
Statistics,  Cross  Regional  Domestic  Product  of 
Provinces  in  Indonesia  by  Industrial  Origin, 
several  editions,  Jakarta. 
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ENHANCING  THE  IMPLEMENTATION 
OF  REGIONAL  AUTONOMY 

In  spite  of  its  negative  impacts,  how- 
ever, the  regional  autonomy  must  be 
continuously  carried  out.  This  is  because 
regional  autonomy  has  long  been  pur- 
sued for  many  years,  even  since  the  be- 
ginning of  the  republic.  To  be  able  to  im- 
plement the  regional  autonomy  success- 
fully in  the  future,  several  policies  and 
efforts  have  to  be  made_from  nov^^  on. 
The  following  section  analyzes  such  pos- 
sible policies  and  efforts  by  taking  into 
account  current  condition  and  problems 
of  the  regional  development— process 
throughout  the  country. 

Reorganizing  Local  Government  Ad- 
ministration 

With  the  implementation  of  regional 
autonomy,  each  region  has  to  be  able  to 
manage  its  own  development  activities, 
given  the  existing  regional  financial  con- 
dition. This  means-  that  the  regional  govern- 
ment must  always  maintain  its  adminis- 
tration in  such  a  way  so  that  it  can  es- 
tablish an  efficient  and  effective  system 
to  accomplish  its  mission  and  tasks. 
Such  effort  is  important  in  order  to  mini- 
mize the  region's  routine  budget,  thereby 
gradually  increasing  the  development 
budget  necessary  to  support  the  regional 
development  activities. 

One  possible  way  to  minimize  the 
routine  budget  is  by  making  smaller  and 
efficient  local  government  administration. 
Reorganizing  the  existing  regional  govern- 
ment institutions  can  do  this  and  become 
a  strategic  effort.  Past  experiences  show  that 


there  exist  some  regional  government 
bodies  that  have  some  redundant  mission 
and  tasks  or  the  activities  that  can  be  dele- 
gated to  private  sectors.  For  example,  the 
tourism  department  and  the  regional  in- 
vestment coordination  body  that  exist 
at  the  provincial  government.  By  combin- 
ing this  department  with  other  related 
departments  or  leave  it  to  private  sectors, 
the  regional  administration  may  become 
smaller  and  efficient. 

Improving  the  Region's  Financial  Cap- 
ability 

As  a  matter  of  fact,  not  all  regions  in 
Indonesia  have  sufficient  cash  to  finance 
the  implementation  of  regional  autonomy, 
although  fiscal  decentralization  is  encour- 
aged. Only  those  industrialized  regions 
and  those  that  produce  oil  and  natural 
gas  could  have  a  favorable  financial 
condition.  Other  regions,  including  West 
Sumatra,  that  are  mostly  agricultural  re- 
gions have  very  limited  financial  resources 
to  support  their  development  efforts. 
Under  such  a  condition,  improving  the 
local  government's  financial  capability 
should  become  a  very  important  effort 
to  support  the  implementation  of  regional 
autonomy. 

Several  possible  efforts  to  improve  the 
local  government's  financial  capability  are 
as  follows.  First,  renewing  the  local  tax  rates 
that  were  determined  few  years  ago,  as 
they  are  no  longer  rational  for  today 
market  price  condition.  Second,  increasing 
the  efficiency  of  local  tax  collection  through 
improvement  on  the  system  and  skills  of 
the  officials.  Third,  exploration  of  some  pes- 
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sible  new  local  tax  items  as  long  as  they 
still  follow  the  existing  local  tax  law. 
Fourth,  encouraging  cooperation  between 
the  local  government  and  the  private 
sectors  to  promote  efficiency  of  the  local 
tax  collection.  In  executing  all  of  these 
efforts,  however,  the  regional  government 
must  avoid  making  too  high  tax  burdens 
to  the  local  businessmen  because  it  could 
discourage  local  business  and  investment 
activities. 

Regional  HumafT  Resource  Develop- 
ment 

To  support  the  implementation  of  re- 
gional autonomy,  regional  human  resource 
development  is  deemed  important.  Through 
such  a  human  resource  development,  the 
quality  of  the  region's  manpower  as  well 
as  government  apparatus  may  be  improved. 
This  aims  to  enhance  the  regional  develop- 
ment process  and  to  enable  it  to  compete 
with  other  regions  as  well  as  the  global 
market.  Such  a  regional  competitiveness 
has  become  very  important  to  promote 
regional  development  in  the  era  of  auto- 
nomy and  globalization. 

Efforts  to  promote  the  quality  of  educ- 
ation become  equally  important.  Today, 
under  regional  autonomy  the  regional  gov- 
ernment has  now  the  authority  to  deter- 
mine its  own  policy  to  develop  education. 
This  is  also  true  for  health  development 
that  also  plays  important  role  in  regional 
development  process.  However,  not  all 
regions  can  develop  their  own  human  re- 
sources due  to  limited  budget,  except 
for  those  resource  rich  regions  that  have 
sufficient  development  fund.  In  such  re- 
gions, cooperation  with  private  sector  in 


developing  education  and  health,  be- 
come very  important  efforts.  Moreover, 
particular  policy  is  also  needed  to  de- 
velop the  social  working  attitude  that 
is  important  to  improve  labor  productivity 
in  the  region. 

Improvement  of  Local  Production 
Technology 

Nowadays  competition  has  been  much 
stronger  not  only  among  regions  but  also 

among  countries.  In  such  a  situation,  ability  

of  each  region  to  build  its  competitiveness 
has  become  very  important  and  crucial. 
Besides  human  resource  development 
mentioned  above,  this  regional  compet-  - 
iti-veness-can  also  be  promoted  through  1 
continuous  improvement  in  the  production 
technology  and  innovations.  Improvement 
in  the  production  technology,  on  the  one 
hand,  may  improve  quality  of  product 
and  efficiency  of  the  existing  production 
process.  Innovations,  on  the  other  hand, 
could  produce  new  products  that  can 
create  new  demand  in  the  market. 

In  order  to  facilitate  a  significant  im- 
provement in  innovation  activities  and 
technological  progress,  it  is  necessary  to 
establish  a  body  that  can  encourage 
scientists  from  local  universities  and  the 
businessmen  to  communicate  each  other. 
Through  such  a  communication  business- 
men can  express  what  they  should  do  to 
fulfill  the  market  demand  and  to  improve 
the  existing  production  activities.  At  the 
same  time,  the  scientist  could  suggest 
and  formulate  types  of  technology  to 
produce  such  kind  of  products.  Moreover, 
the  scientists  could  conduct  a  study  on 
the  existing  production  process  and  suggest 
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some  technology  that  could  improve  the 
quah"ty  as  well  as  efficiency  of  the  pro- 
duction process.  In  this  case,  the  regional 
government  is  expected  to  act  as  facilitator 
as  well  as  coordinator  by  providing  the  ne- 
cessary fund  and  facilities  to  support  the 
body. 

CONCLUSION 

In  fact,  this  is  rather  premature  to  make 
evaluation.  However,  analysis  in  this -paper 
indicates  that  the  implementation  of  re- 
gional autonomy  in  West  Sumatra  gives 
positive  as  well  as  negative  impacts  to  re- 
gional development  activities.  Some-  pos- 
—itive  4mpacts  appear  with   respect  to 
management  of  regional  development  and 
fiscal  decentralization.  But  there  is  also 
strong  indication  that  there  would  be 
some  negative  impacts  in  the  form  of 
exaggerating  local  and  ethnic  ego  and  in- 
creasing regional  inequality  because  of 
distribution  pattern  of  public  fund  between 
central  and  regional  governments. 

Eventhough  the  implementation  of  re- 
gional autonomy  does  not  go  as  smoothly 
as  expected,  the  show  must  go  on.  To  this 
end,  some  steps  may  be  taken.  First,  the 
regional  government  must  reorganize  its 
administration  to  improve  its  efficiency. 
Second,  the  financial  capacity  of  the  local 
government  must  be  improved,  particularly 
for  regions  that  do  not  have  sufficient 
natural  resources.  Third,  regional  human 
resource  development  should  be  promoted 
to  improve  the  quality  of  local  manpower. 
Fourth,  significant  efforts  should  be  made 
to  promote  the  innovation  activities  as 
well  as  the  existing  production  technology. 
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